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PREFACE 


This book comprises a series of lectares delivered 
by the author at the Calcutta University 
during the last cold weather. An attempt has 
bften jnade throughout the work to present the 
different sides to every question in a fair and’ 
impartial maimer. The historical portion of 
the*bqok is based mainly on Parliamentary 
Papers, Blue-books of the Government of India, 
and othar official publications. For the rest of 
the book the author has tried to avail himself of 
the most authoritative sources of information. 
As it is not possible to give references in all 
cases, he desires to express his gratitude to the 
authors and publishers of all works from which he 
has gathered any information. He is especially 
thankful to Mr. Sudhir Kumar Lahiri and 
Mr. Dhurjjati Prasad Mukerji, who have helped 
him with suggestions and in seeing the book 
through the press. 





CHAPTER I 


INTRODUCTORY 

For neiirly hall' a century, Indian publicists 
felt keenly, and*expressed themselves strongly, 
on thh (juestion of the fiscal policy of India, 
•.^nd the gro\yth of the spirit of nationalism in 
the counti;j’ has of late considerably intensified 
this feeling. But apart from sentiment, the 
subject has, in recent years. ac(piired an impor¬ 
tance—from the point of view both of the Govern¬ 
ment and the people—which it ijever po8se.ssed 
.before. With the phenomenal development of 
the foreign trade of India, the income derived 
from customs tended continually to grow, and 
this tendency has been greatly accentuated by 
the levy of fresh taxes during the last few years. 
A comparison of the customs figures at different 
periods is interesting in thk connection. In 
1793, the customs revenue of India was dbout 20 
lakhs, and, in 1858, the year of the assumption 
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ofVhe direct government bf the Crown, Tt did liot 
go beyond two and a half crores. In 1920-21,, 
however, the customs yielded a suit) of no less 
than 33^ crores. The custom!? receipts during 
this year thu.'? e.xceeded the land revenue which 
used always to be regarded as the main.stay of 
Indian finance. T’he position now occupied l)y 
customs in the financial .system of India becomes 
still clearer when the fact is recalled that, in last 
March, the Finance Member proposed to raise, b}- 
a few strokes of his pen, as it ware, nearly 15 
crores of additional revenue from tliis soilrcc 
alone. 

The subject has had an additional importance 
lent to it by the fact that, since the introduction 
of the recent con.stitutional reforms, land revenue 
has ceased to be of any benefit to the Central 
Exchequer. The Government of India is thus 
compelled to look uiion cu.stoms as the bulwark 
of its financial jxt,sition. 

From the point of view of the people the 
chief interest of the subject lies in the concern 
which is now being increasingly felt for the 
economic advancement of the country. The 
apathy of the people in matters industrial has 
now given place to a jealous regard for India’s 
.economic interests, and the desire is nowbecomihg 
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general to follow in the footsteps of the ntore 

, advanced nations and use the tariff as a weapon of 
defence, if •not also of offence, in the industrial 
struggle. * 

The. popular feeling which ikIw prevails in 
regal'd to the subject .seems to the natural 
outcome of the tariff policy whicih has been ' 
followed liy the (fovernment in the past. The 
present can thus lie understood only with refer- 
enc(} to the past. Besides, the germs of the 
future are to Jie found in the past as well as the 
present. *A proper stud}- of the subjec.t must, 
thefeiore, begin with its histor)'. 

The^.scal history of India divides itself into 
three fairly well defined periods. The first was 
the period of the BaSt India Company's rule, 
when a protective polic)' was followed in the 
country. The protection was, however, in 
favour of Oreat Britain, and against India. 
The second period commenced with the transfer 
of the administration of India from the hands of 
the Corapan)' to those of the British Crown, and 
ended in 1914. These were the years during 
which the principles of free trade were applied 
with the utmost rigour. During both these 
periods, England carried out in India her own 
trade policy. The third period was ushered inji 
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with the sound of the war-drum, and msfy ba. 
said to bg still continuing. The financial .stress 
caused by the great world upheaval led* to some 
modification of the fiscal .system bf India, but 
the aftermath of the war has been re.^onsible 
for the introduction of still greater changes into 
it. The customs duties of recent years have, it 
is true, been imposed for revenue purpo.ses, but 
their protective tendency has, in a few cases ^it 
least, l)een none the less marked. In fact, this 
period may be said to mark the tranSitign from 
an absolute adherence to free trade principles to 
the adoption of a policy of protection. 

The .second and third chapters of the book 
have been devoted to a brief historical review of 
the fiscal system of India. 'I’he fourth chapter, 
also treated hi.storically, will give the reader a 
glimpse of the state of things as it exists at 
present. Each of these periods has, again, been 
divided into sub-periods, in view of their special 
characteristics. 


An adequate understanding of the subject is 
not possible without a real grasp of the 
theoretical aspect of the question. There are 
some people who affect to deride theories. But 



forget that facts, by themselves, do not 
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convey any meaning. Facts have to be* inter¬ 
preted. And theory, as has been we!l sajd; is 
the soul of facte. In the fifth chapter, an exam¬ 
ination of the theoretic bases of the two rival 
doctrines'of free trade and protection has been 
attempted, and the main ideafi of the different 
.schools, have been presented in the words, as far 
as po.ssible, of their chief exponents. 

♦The question of the future tariff policy of 
India has been di.scussed in the sixth chapter. 
In (liscaissihg this question, not only the general 
priiiciples, but also the special needs and condi¬ 
tions of India, have been kept in view. With 
the ^ain question are intimately connected 
many subsidiary questions of considerable 
importance, and the.se have been examined 
in the light, not merely of economic theory, but 
also of the practice of other nations. 

In the seventh (ihapter, the subject of Imperial 
Preference has been treated with reference to 
India’s present position and future possibilities. 
The question of preference within the British 
Empire has of late attracted con.siderable atten¬ 
tion in all parte of the Empire. But the 
interests of India have, as a rule, been ignored in 
these discussion-s. Beside^, the discussions have 
proceeded mainly upon political consider^tidDs. 
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In * India, liowever, the question lias to be 
agprojiched from the economic, as well as the • 
political, standpoint. A comprehen.sive view of 
this question has, therefore, been adopted in 
this book. 



CHAPTER IJ 

THE FISCAL POLICY OF THE EAST INDIA COMPANY 

The East India Company was, for about a 
century and « half since its foundation, a trad¬ 
ing corporation, pure and simple. Commercial 
expansion, in the East was its only objective 
during^ this period. The Company gradually 
acquired various commercial privileges from the 
nilers of the different parts of India. In 1716, 
a firman was granted by the Emperor of Delhi, 
exempting the Company’s trade from duties, 
on the payment of a ftshcvA of 10,000 rupees 
a year. Tliis firman recited, “ That Customs 
on English goods are only payable at Surat; 
that in Shah Jehan’s time thqse were only two 
per cent.; in the time of Auranzebe 3i at Surat, 
and none at other places; in Bahadur Shah’s 
time they were ; that by reason of the 
government officers’ oppressions, it is three 
years since they have withdrawn their factory, 
7 
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'Jd Bahar and Orixa tliey have no customs*. In 
Hugliley they give 3,000 rupees a year in lieu,”^ 
§ 1. (1765—1833)* 

When tlie Ea,st India Company assumed 
ruling powers, it developed its ow4i tariff system. 
But tlic acquisition of territories by the Company 
was made piecemeal. For many, year.s, the 
ma(!hinery of administration was very im])erfeet. 
Even after a stable form of government had been 
introduced, the tliree Presideneie.s of Bengal, 
Bombay, and Madras were indejkndent of each 
other, so far as tin* regulation of cu.stums was 
concerned. The Regulating Act of 1773 did,* 
no doubt, give the Covernor-Ceneral 6f Bengal 
some power of control over the other Presidencie.s, 
but this power was never interpreted to include 
interference in matters relating to trade and 
commerce. The result was that not only did 
each Presidency administer its own customs 
department, but had its separate tariff.’ The 
Regulations pa.ssed by the Presidency Govern¬ 
ments were, however, subject to the approval of 
the Court of Directors and the Board of Control, 
and this fact helped to introduce some element 

Moegregor, Commercial Tariffs, p. 56. 

‘Report of the Select Qommittee on the Affaiifi of the Bast India 
Company, 1810. The Customs oolleotions in 1703 in Bengal 
^ amounted to £60,000, and in 1806*7 to £2,64»831. 
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of similarity, though not uniformity, into th» 

tajriff systems of the different Presidencies. , 

Tlie eu.stomS in etu^li Ih'esidency were divided * 
into two [(arts, nifmely, sea customs and land 
customs, thoifgji both tlie bl anches •were under 
tlie control of tlie same |)l•ovilleia^ authority. 
The customs of ihe Bengal Presidency (includ¬ 
ing the Upper Provinces) first claim our atten¬ 
tion. pds branch of tlie administration was 
under the direction of the Revenue Department 
till the year when it was transferred to the 
Comniercial Department. \ Kegulation passed in 
that year ei^ablished the principle of collection 
and the ujite of the customs to bo collected on 
imports and exports at the two then existing 
custom-houses at Calcutta and Manjee. Certain 
important alterations were made in 179y, when 
the town duties at Calcutta were abolished, and 
the government customs, which had been discon¬ 
tinued in 1788, were revived in this city. In 
1797, a new duty of 1 per cent, was in.stituted. 
In 1801, the Calcutta town duties were re- 
establi.shed, and the government customs on 
inland imports and exports were revived at the 
principal cities.' Until 1809, the rates of duty 
prevalent in Bengal on exports and imports were, 

* Bdport I of the CaBtoms Comniitteo, 1836. 
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with a few exceptions, 3^ per cent, customs and 

per cent, town duty levied generan)t ad 
valorem. There were, be.side!j, various other 
payments to be made, ‘such a.s stamps on 
rnnmnmhs^ commission and fois to (iustoms 
masters, ^etc., which were burdensome and vexa¬ 
tious to individuals and increased the cost of 
collection.' 

In 1809, a Customs Committee recommended 
many important changes. The primary object 
.sought by the Committee was two-fold, namely, 
to improve the revenue, and to afford relief to 
the people from a system harassing from jts 
complexity and objectionable from tl^ ine(juality 
with which its burdens fell on different classes. 
The Committee, in the I'evision they proposed, 
adopted the following principles ; 

■ (i) That the burden borne by the inhab¬ 
itants of the different provinces should he 
equalized; 

(ii) That trade should be liberated from 
impolitic restraints, to the extent of permit¬ 
ting merchandize, having once paid duty, to_ 
pass free throughout the territories of the 
Presidency; 

(iii) That tjie number of customs houses , 

. ' Report iii the Committee on Oastomfi and Post Office Begtila- 

tions, 1836. 



FISCAL POLICY IN INDU U 

and choVkees should be reduced to the lowest 
practicable limit; , 

(iv) That, irf the enumeration of goods 
liable to inland duty,'articles too little in value 
and too small *lrj quantity should b^ exempt 
from duty, and that the duty on engmerated 
articles should be fixed at .su(!h rates as the 

^ goods were able to bear ; 

(v) Tljat goods of those particular descrip¬ 
tions which were only imported by sea should be 
allowed free transilr throughout the Presidency ; 

(vi) Thfit, with certain exceptions especially 
pf-avided for, goods subject to importation or 
transit dutias should not also be liable to t<iwn 
or consumption duties; 

(vii) That rmniuwthii, fees and commission to 
customs masters should be abolished ; and that 
all the duties collected under the various deno¬ 
minations should be consolidated into one tax, 
to be levied once for all, after which free transit 
should be allowed to the taxed article ; 

(viii) That goods should be rated in the 
tariff at a fixed valuation in all practicable 
instances, rather than ad valorem.' 

The.se principles were embodied in Regulation 

' The customs revoDue under the now Rej^iMation wan estimated 
neazfy Bs. 67 lakhs, whilst the proceeds of the system which was 
superseded had amounted to a little over Hs. 51 lakhs. Rejiort, 183H. 
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iX of 1810, which rescinded all pre\oous enact¬ 
ments regarding customs. Export and import 
duties were fixed ordinarily at 7^ per cent., in 
.some cases at 5, and tn others at 10 per cent. 
A few' articles, such as bunion, liorses, teak, 
timbej;, opium purchased’at the Company’s .sales, 
etc., were exempted from duty. 'I’lie general 
tendency was to rai.se the rate of taxation. ¥ 
distinction was made between British and foreign 
bottoms. Nor were the rates of duty affected 
b\’ the origin of goods. The administrative 
pi’ovisions of this Regulation related to the time 
and manner of the eollectioji of export "and 
import duties, ami the grant of leertificates and 
drawbacks. In some cases, a drawback was 
specifically allowed, and all goods imported 
expressly for re-exportation were declared to be 
entitled to a drawback anmunting to two-thirds 
of the duty paid on their importation. 

The financial results of the .system introduced 
in 1810 were very satisfactory. Bujt while the 
new system was advantageous to long-distapce 
trade, it became exceedingly burden^me to trade 
over short distances. Trade with the ports was 
thus encouraged at the expense of local trade. 

Regulation! Ill of 1811 introduced an important 
alteration into the sea customs law, the ohjed 
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which was to give a preference to British 
ssels ^over foreign shipping by imposing 
avier duties on *lie latter and by securing 
e carrying trade of India to the former. The 
iities levied on e.-tporbs and imports on foreign 
)ttoms were raised to double the lates c|iarge- 
)le on the trade eoiiveycd on British bottoms, 
he principle that’foi eigners should be twice a.s 
Idly off as Englishmen wa,s also followed in 
gard to drawbacks. Another provision of the 
egulation is worth noting. In order to 
celude, a,^ far i* possible, foreigners from the 
idiaj coasting ^trade, it .was provided that 
ireign ve.s.sels^ should be cleared out from a 
ritish Indian port only direct to their own 
mntries, and they were restrained from pro- 
seding from such port of clearance to any 
ireign European Settlement in India, or any 
ort belonging to an Indian or (Chinese power, 
ecurity was also taken for enforcing the 
ej|very of cargo loaded on board a foreign 
Msel at a British Indian port only at the 
Mintry to which such vessels belonged.' 

Many changes of minor importance were 
itroduced in 1812, 1813, and 1814. Regulation 
of 1815 effected very important-alterations. 

^Bepctftofthe Conunittoe on Cuetoms anO Post Office ReKuU* 
IS36 (Hoose of Commons, 161). 
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With a view to encouraging the ’manufactures, 
trade, and shipping of Great Britain, it was 
provided that woollens of all sorts, all metals in 
a manufactured state, amt canvas, cordage and 
marine stores, being the produeo or manufacture 
of the United Kingdom, which were hitherto 
assessed with duties at 5 and 10 percent, should 
be exempted from duty on importation, provided 
they were brought from Great Britain on British 
registered or Indian-built ships. It was also 
provided that all other articles similarly imported 
and being the produce or manufacture of the 
United Kingdom should, instead of being subject 
to the existing duties, be a.ssessed at the rate of 
2i per cent.; wines and spirits only were 
excepted from this pro\ ision, and were subject 
to the duties already established, further, it 
was provided that articles, the produce or 
manufacture of foreign Europe, if imported yi 
British registered or Indian-built ships, were to 
pay duty at the rate of 5 per cent.' These duties 
having been once paid at any port in British 
India, the goods w^ere not to be subjected to any 
fui-ther tax in tran.sit from port to port. With 

* The Charter Act of IH18 contained some importnnt provisions 
relnting to these matters. The 2+t h Section subjected the commerce 
of the Kttst India Company to the payment of the like rates, 
customs, and duties’,'as that enrried on by private traders. .The 
25th Sertion direct(*d that no now or ndditionat duty or tax upon the 
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regard t» exports, the provision was that indigo, 
cotton, wool, hemp and sunn, the produce or 
manufacture of Britisli India, sitould on exporto- 
1 tion hy sea to Great Britain, on British registered 
or Indian-built »ships trading with tlif United 
Kingdom, be entitled to a drawback equal in 
amouht to all duty paid on tlie articles. All 
other articles liable to duty under existing 
Regulations and exported by sea according to the 
foregoing * conditions, wei-e to be allowed to 
secure such drawba^ck as would leave the amount 
of duty actually reteined at 2i per cent.' 

• The effect of these imxlifications wa.s, in 
reality, to reduce the taxation of the export and 
import trade with Great Britain to rates of 
which the maximum was -Ji |)er cent. A great 
iimpulse was thus communicated to British com¬ 
merce and industry, and the ol)je(!ts of British 
national policy were accomplished. But their 
effects on Indian industry and trade were 
disastrous. The produce and manufactures of 
India, heavily taxed by the inland system, were 
pliMJed in an unquestionably di.sadvantageous 

export or impurt, or transit of any wares, or merehanritao 

whataover, jhould bt» vulid iirrndla tillsanefionetl liy the Diroctoin; 
and the 87th Section doclartMl the whitic of the duties, botJi on the 
import and export trade, tf) ite a part <if the territoriaJ revenue. 
yide Letter from the Court of Diivctoif* f>f the K. I. Co. to the 
(^vernor.Geiieral in Conneil, dftte<i rtth SepteiitlR*r, IKI3. 

* Report of the Committee on Customs, IHiW 
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.position in Roniinjf into competition with free or 

lightly taxed foreign articles, produced by the 

' most improved machinery. These changes also 

resulted in a great loss of public revenue, and 

“cau.sed taxation to operate with a. very unequal 

pressure at the .same time that they dried up 

.some considerable .sources of revenue.”' 

'I'he exemption from duty, accorded by 
Regulation 1V of 1815 to nniuanufiu-.tured 
metals, was extended in 1817 to ail metals, 
whether wionght or iinwrought, of British 
origin. In this as well as the other' alterations 
effected by Regulation XXI of 1817, as was^ 
rightly obsi.n'\ed by a body of British officials, 
“ the same anxiety to promote British interests 
which (sharacteri.sed the provisions of Regulation 
IV of 1815 is observable; but both in that 
Regulation and in this the effect of such changes 
on the interests of India seems to have been 
overlooked, or at least very partially adverted to. 
If the .system of the Sea Customs established in 
1810 was one in which due regard wAs had to 
the interests of both countries, and there certainly, 
does not appear to be any ground for supposing 
that the trade of India received more favourable 
consideration from the Committee than the 

9 

^Report of tho Coniniittei' relating to the Custoina and Pott 
Offioe syttomt, 183B. 
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comirteree of (n-oat Britain ; the introduetioi 
of, inodific-ations, having for tlieir object .the 
especial !i(lvatftaf>e of one class, was cahailated " 
not only to repro/luce the inconveniences of 
inei|uality and .partiality, the rejnedy of .which 
was one of the i-liief purposes of the I'onimitfee, 
but i( must have tended tif work t'le much more 
serious injury of deprivine one class of interests 
without, benclitinp the other to a couiitervailinii' 
extent.”' 

By llceiil^uiofi \' of iS'id the transit and 
sea impojt duty leviable on piecc-coods (cotton, 
ifilk. and mi.x'ed), the manufacture of the British 
Indian teftitories. was reduced from 7^ to 
percent. It was provided that these descriptions 
of piece-goods, which had once paid either the 
transit or the import duty specified, should 
have free export fiom any part in the Bengal 
Pre.sidency, provided they' were exported to 
Europe on British bottom; if exported to 
Europe on foreign bottom, an export duty of 
‘ijt per cent, was (diargeable; if exjjorted to 
places not in Europe, they became liable to an 

‘Report I of the Committee on CuHtomu and Post Office, IHiWi. 
Regalatiions XV and XVI of 1K17 were enacted ftir the protection 
of the salt and opium monopolies. The ]|Fittpr of thene duties 
was entirely ])rohibitoni-, and the former wuh nearly m» rh respects 
general trade.' 


B 
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•export duty of 2i oi' 7^ accordiiio (fs they 
were exported on British or foreign botti)iu. 
“ llie object of tliese provisions,* ns was pointed 
out l)y the Onnmittee, “ apparently was to place 
the ^iece-Ii'oods of India on tji? same footing 
with those of (Ireat Britain, the latter having, 
since Kegulation IV of 18la was passed, been 
favoured by the customs laws to a degree whhdi 
might have enabled them to drive the foriuei- 
out of their own market, even had the influema' 
of British machinery lieen less overwhelming 
than it was. This act of < onsideration 'for the 
manufacturer.s of Indian piece-goods came tpo 
late to do them any service: but the,^,relief, such 
as it was, wa.s onl}‘ partial, for there still remained 
the crying inerpiality of Imlian copper, steel, 
quicksilr er, etc., tsixed at the rate of 10 [)er cent., 
whilst those of (ireat Britain were free, and the 
generality of Indian produce and manufactures^, 
bearing a burthen not oidy more than double 
that, imposed on the bulk of British imports, 
but heavier than that Iwriie .by the goods of 
foreign Europe. The no less striking injustice 
done to India in the heavy taxation which 
pre.s.sed upon her exix)rt trade to China, and to' 
Other places eastward of the Cape of Good Hope, 
Compared with the burthen imposed on her 
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export trrfde to Great Britain, remained alscr 
unredressed.”' 

Blit we eaijnot get a full and (wieurate view, 
of the whole .situation unless we contrast the 
advantages \yhich were granted to the nianu- 
fai^tures of Great Britain by India with the 
restrictions impo.sed by (Ireat Britain upon Indian 
goods. .\ glance at tlie tariff schedules of Great 
Britain will convince any impartial oliserver of 
the ex*treme anxiety felt liy the .statesmen of 
that country tj exclude Indian cotton manu- 
f)u-tu»e.s from her shores.- In 1787, cotton 
nianiifaiftnres from India were subjected to a 
duty of 50 per cent., except dimity and calicoes 
which paicl 16^ per cent., and muslins which were 
asse.ssed at 18 per cent. Additions to the rates 
were subsequently made, and, in 1790, .some 
classes of cotton goods paid duty at the yate 
of 122 per cent. In 1819, the duty on many 
descriptions of Indian cotton goods was as high 
as 67i per cent.'* But the injustice did not end 
with the high duties. The importation into 
Grefct Britain of many classes of goods from India, 
such as embroidered shawls, handkerchiefs, 

* Report of the Committoo on the Customfi nnd Pont Offi<» 
STsteimt, 1836. 

* Vide Appendix A. 

more favonrable treatment whh dif eourse accorded to llie 
i^fntfaoturca of the British colonies. « 



FISCAL POLICY IN INDIA 


•io 

0 

’.kiligciibs, coloured muslins, velvet, Silks, ffiliintz, 
crape, and calico towels witli coloured borders, 
was absolutely prohibited.' „ 

1)1 182.*), the entii'e cu.stttins law of Bengal 
was recast, but the main provisions of the 
previous enactments wei'c pi'csitrved nnalteiod. 
Imports b^ sea were clas.sed under three beads : 
fii'st, goods produced in the I'nitjed Kingdom ; 
secondly, goods of foi-eign Kui'ope and the 
United States of .America ; thirdly, those of 
places other than Europe and America. Of the 
imports under the first head-, .some, namely, 
metals, woollens, and marim- stores, were (tvempt 
from duty on importation, and the others were, 
with ,scai-cel)' any exception, chargeable^ with a 2^ 
per cent. duty. Imports of the .second cla.'-s were, 
with a few exceptions, snbjeitt to duty at the 
rate of 5 pei- cent. Imports nndei- the third 
head were, with two oi- three exceptions, liable to 
duty either at 7j per cent, or at 10 per cent. 
These were the rates fixed for goods w'hich were* 
imported on British bottoms ; when imported on 
foreign bottoms, double these rates were charged.^ 

In the reiffns of Gcorj'c IV nnd William IV, and in early 
years of Queen Victoria, the duties were considerably reduced. 

Vide Rctum to an Onler of the House of CoinmoiiH, dated IWth 
March, 1848. 

’ Accounts and Papers relative to the Kast India Trade (House of 
Oommous, 1813.) 

*Thus, goods exported to Kuro|io or America on British bottom 
must have i>aid 2j per cent., and on foreign bottom 5 per cent, 
(foods destined for other places must, if exported on Britftb • 
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As regards exjatrts, the general rule was that 
all 450 ods were sul)jec,t to taxation. 1’he rates 
varied, as in tHe ease of imports, according to 
the ])laee to wliieli goods were to be exported 
and according'tp the ve.s.sel on whirh tlie ex¬ 
portation was etl'ected. When good.‘^ intended 
for exportation liad paid precisely the regulated 
rate of taxation in the shape of import, or transit 
duty, tliey were entitled to free export. When 
they haef paid less than tin; rcfgulated nite, the 
dirt’erence was exjpited as export duty. And if 
they liad paid more, it was refunded in the form 
of drawback. Here also, a preference was given 
to Briti.sh over Indian interests, for the only 
gowks, excepting tho.se specially exempted fi'om 
duty, which were permitteil to leav(‘ the country 
without having been taxed at the rate of 24 per 
cent., were the produce or manufactures of (Ireat 
Britain whicdi had been impoited paying 24 
[rer cent., of which two-thirds were claimable as 
drawback on re-exportation to Europe m' Amm ica 
on a British vessel. 

The result of the.se Regulations wa.s, as the 
Committee observed, an “ unparalled |)erplexity 
occasioned by the joint operation of our export 

brtttoni have j«id 5, 7i or 10 per cetit.,accor<lin4f to the import or 
transit doty assigned to them in the schcdulfc, and, if exporU'd on 
foreign bottom, they mast have paid double the rates. 1'vfe Report 
on Customs imd Office ftystems, 1836. 
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&.ii(l transit duty with the concomitant'’ crn- 
bari-assments of proportions of drawback .or 
proportions of export duty, according tf) flag 
and destination, the whole forming a mass of 
confusion \vhich lias never been ci^ualled in any 
customs code in the world.”' 

Reference has already been made to the 
internal duties levied in Bengal. But a few 
more words must be .said about a systeig which 
was oppressive to the people, and considerably 
hampered trade. The inland chstonis sy.stcni in 
the Bengal Presidency (including Agra) was 
founded on the indigenous method of eollecfe 
ing such taxes which had prevailed from olden 
times. In 1788, Lord Cornwallis abolished all 
the internal custom-houses in Bengal and Behar, 
retoining only export and import duties, which 
were collected at Manjee on the Benares frontier 
and at Calcutta and the other seaports. Inc 
1801, internal duties were re-establisljed in 
these provinces at the rate of 3i per cent., with 
a provision that articles which had once paid 
inland duty should not again be liable to it.® 

At this period, duties were levied accoi'ding to 

^ Kopoii of the Cumniittec on CaotomB and Post Office’s, 1836. 

^In the opinion of the Government of India, the name ‘ tiunsit 
duty' was not properly applicable to the impost levied in Bengft), 
"but they regaled it aa “in fact a tiado duty.” Vide Extract 
Sopamte Letter from India, dated 2nd September, 1835. 
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vanou* rates in the different parts of the pro- . 
Vinces. In 1810, the various systems, as we* 
have already seen, were* reduced to one uniform ^ 
plan. The principle was to consolidate the 
different duties wdiich were then separately 
levied, and to realise the consolidated duty once 
for all on the whole trade of the country by 
environing tlie priinnpal marts with cordons of 
chowkees. For this purpose, customs-houses 
were e-stablished at Balasore, Calcutta, Chitta¬ 
gong, Dacca, Murshidabad and Patna in the 
Lower Proyjncdk; at Cazipore, Benares and 
Wirzaporg in the Central Districts ; and at 
Allaliaba’d, Cawnpore, Farrackabad, Bareilly, 
and Agra*» and eventually in each of the five 
divisions of the Delhi territory, in the Upper 
Provinces.' 

A comparison of the two. systems of collecting 
duties is instructive. The indigenous ,system of 

•transit duties was, in many respects, preferable 

to the one which was introduced l)y the East 
India Company. In olden times, the rate of 
duty payable for small distances was extremely 
light. It was increased by the accumulation of 
new imposts in proportion to the distance over 
which goods were conveyed. Intercourse 

‘Report of the Committee on Cnrtom««ud Post OtHce Regolo- 
tione, 1836. 
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■between nei<;hbouring jjlaces was,* theuefore, 
never seriously imiteded. The new duty, on 
.the'eontrary, was fixed at the average amount 
of the payments to whicli goods conveyed long 
distances were before liable, and ^ was thus so 
heavy a.s to seriously interrupt commercial inter- 
'cour.se hettVeen ueighbouriug places. .'Vnother 
advantage of the indigenous sy.steni'was that no 
pa.s.se.s were reijuired to be taken befoiehand. 
But under the new .system they had' to be 
invairiably pivKuired before any goods were 
allott'ed to pass. The third merit'of the old 
system was that the duties were levied according 
to such general denominations of (juantity and* 
kind that there was no excu.se for search and 
detention. Only in one respect was the now 
method superior to the old, namely, that large 
tracts of countr}' on both sides of the river, 
which had formerly been studded with chowkees, 
were now eutirel}’ free from the presence of 
customs ottieers.' 

The town duties in Bengal were les.s injuri¬ 
ous than the tran.sit duties, becau.se they were 
far more limited in their operation.- Being 

* Report of the Comniirtcf «>ii Customs, ItbSH. 

*The (Tovornmont of InUiu, in a letter to tlic Directors, after 
describing the vexatious ami unjust character of the town duty, 
aaid: In ttio Bengal n^it Agm Presidencies the Town where a 

Sadder Cnstoin House is estublished suffers the disadvantage of 
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(loiifiiiid to* particulai' towns, they did not, 
necessarily interrupt tlie gencifil course of 
tniTlc. And a.'^ tliey were levied only on a few 
articles, and those .mostly of a bulky nature, 
there was not the same necessity for minute search 
as there was in fhe c.as(‘ of transit duties, and no- 
rowannahs were re(|uire(t to he takeif out. On 
the oth(U' han^l, the town duties were extremely 
partial. distinction was made not oidy 
between, town and country, but also l)ctweeu 
those tow'iis in which such duties were levied, 
and all other towns. Trade and mannfac^tures 
iiaturaMy deserted places whicdi wen* .so hea\ ily 
taxed, amt heijc.e a perpetual tendency to Huctua- 
tions was Jcept up. The imaniveiiience of the 
town duties w'as -daily experienced by the 
irdiabitants. They also seriously interfered 
with the freedom of manufacture. The most 
serious evil of all, however, to the inhabitauts 
of the taxed towns was that they were x’irtually 
excluded from participation in the general trade. 
Nor did they bring miudi revenue into the 
cotters of the (jlovernment. 'I'he goods were 
smuggled into towns enormously, and (juitc a 
large percentage of them e.scaped the payment 
of any duties.' 

n sepfiiutG Coneamption Tax, ultlioujfli larftcr Towiim of a more 
GommeroUi character ill its iinmcdiate Vicinity may be free from 
all soch ImpostPublic I^etter from India,Hepteniber, 1835. 

* Vide Report of the Committee on Customs, 1H3B. 
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Sf> much for Bengal. The terrilJbries «com- 
prisiiig the Bombay Presidency covered a long 
'sea-t)oard, and contained a large number of 
ports, some of which, however, belonged to 
independent States or chiefs, and i^’ere free from 
Britisli interference. The excellent situation of 
Bombay .soon made it the entrepot not only of 
the commerce of its own territories but of the 
whole of Western India and of the gulfs of Arabia 
and Persia. 

Originally, duties were levieil at Bombay on 
a low .scale, and to this fact was (life, to a large 
extent, the pro.sperity of the seaport.'*' It is a 
fact worthy of note that duties were^ collected 
on imports only, all export duties having been 
withdrawn since 17!)!).' 

So late as 180.i, the rate of duty was 2^ per 
cent, ad valorem, modified in the case of 
foreign goods and vessels from certain specified 
countries by an advance on the prime cost at 
various rates, thus raising the rate of duty to 

‘In 1793, the custoniK revenue of the Boinlmy Presidency was 
£*53,000, and in 1808-9, £137,497. Keport on the Aflfaira of 
the E. I. Com|>any, 1810. 

’Thu only exception to this was made in 1813 in the ease of goods 
purchased at Bombay and exported on foreign bottom, which were 
nuulo liable to 3^ |>er cent, on the invoice value, making, with the 
original import duty of 3^ per cent, about 7 per cent., which was 
probably imposed to i^ualise the import and export on 
"iottoms. Iwie Report of the Committee on Customs and l^ost 
Offices, 1838. 
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a certilin extent. In that year, an addition of, 
I per eent. was made to the rate of duty, raising 
it to .3^ per cetit. In 1813, the rate of duty at 
Bombay on goods *im))orte(i or exported on 
foreign bottom yvas raised on imports from 3^ 
to 4i per cent., with an advance (jf 60 per cent, 
in the case of foreign goods and foreign vessels, 
which made the rate of duty 7fiT P^*' oent. On 
exports, it was fixed at 3r per cent., which, with 
the original import duty of 34 per cent., 
averaged about tjie .same as tlie import duty at 
7 [)er tent. ‘ 

^ The rates at Bombay were never enhanced 
beyond tliose fixed in 1813, and when, in 1815, 
the import trade of (ireat Britain was rendered 
with respect to some artiides free, and the duty 
on others was reduced to 24 per cent., the port 
of Bombay shared in the licnefit of the ledpc- 
tion. By a special enactment of 1817, the duty 
on goods coming from foreign Europe on British 
or' registered ships, which was at the three 
Presidencies fixed at 5 per cent., wa.s at Bombay 
reduced to 34 per cent.' 

The imports from the interior of India, and 
from all parts or places other than those specified, 
were charged at 34 per cent. At Surat and other 

‘ Report of the Committop on CuHtanw nnd Post Office Regula* 
iooi, t83R. 
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^orts in the Bomhay Presidency, tlie systeift and 
the amount of c.ustoni.s duties ditiered to some 
'extent, luit many of them ei^oyed mutual 
certificate ])ri\ ile<{t>s. BritisiT o()ods and ooods 
imported on, Britisli bottom were, at all suliordi- 
nate ports, admitted free on arrival from Bomba) . 

In 1827, the system of sea (uistoms under 
the Bomhay Presideiu-y was reVised by a 
Committee, when the duties and exemptions on 
goods from the Ibiited Kingdom were retained 
in their former state, wldle the (Juties on foreign 
produce and goods imported on foreign liottoms 
were raised. 

It was generally the policy of the, Bombay 
Government to retain the sea customs in their 
own hands. But in 1827-28, the urgent call for 
the reducticm of expenditure leil that Govern¬ 
ment to is.sue imperative orders for farming the 
sea customs exerywhere exe(!pt at the |)ort of , 
Bombay and a few other ports. 'I’he effect of 
farming the customs generally proved favourable 
to the revenue, but oppressive to the people. 

The laiul customs of the Bombay Presidency 
were based on the ancient sy.stem, and were 
preserved in their original form until the first 
.quarter of the ,J9th century. An es.sential 
feature of the .system was to levy transit duties 
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tfl nitlke til* trader pay them by degrees in smalj,* 
sums according to the distance to wliieh tjiey 
were carried. • 'Die ilnty was levied in each * 
Pargana or Suh-divtsion of a Zila in the shape of 
a toll on canlij load of, gooils passing through 
or imported into for consumption,^or mauu- 
faetured therein and exported to other places. 

The toll w’as originally computed with some 
reference to the value of the articles liable to it. 
But, for the e.onvenienee of the trade as well as 
the revenue, it w^is fixed upon certain commodi¬ 
ties, wigulated by the weight which each vehicle 
was able to carry. The different descriptions of 
goods wej'C classed in the rate-hooks with 
reference to their place and v.dne in the general 
scale of taxation.' The most general rule in 
regard to the levy was that |)ayinenr of the dues 
once in each pargana exenijited goods fr6m 
further charge, but did not exempt them from 
payment in the next pargana. (In payment of 
the duty at the ehowkee, the chowkeedar gave a 
receipt .showing the amount levied and the 
nature of the goods on which it was paid, which 

’The first class consisted of “kirana ”, that is to say, spices, ilyes, 
drugs, condiments, groceries, etc. The highest rate of duty was 
levied on this class t/f goods, (rrain and pulse held the second 
place and were generally rated at half the “kirana” rate. Cloths 
came third. Silk cloths paid about double^thosc made of cotton. 
.Vlthough the articles enumerated were many, the rates were com¬ 
paratively few. Vide Report of the Committee on Customs, 183H. 
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, receipt cdxered the goods to the friiitienof the 
pargana. The lowness of the dut\’ rendered 
smuggling or evasion unusual. *iid the penalty 
for such an oft'ence was cftn.se((ucntly trifling.' 
It is worthy of note that the uiijformity of the 
plans on whieli tlie transit duties were levied and 
the great antiquit)’ of the whole sy.steiu rendered 
it ea.sy for tlie trader to acquaint him.self with 
the rates. 

The effect of the transit duties [)roper*upon the 

trade passing through the Coyipanv’s provinces 

to and from tlie sea-coast was light and npt (|uite 

.so vexatious as might have been expeT-ted. But 

there were irregular additions to the duties niatle 
“ •* • 
by the estidilishment of other customs stations 

on the great thoiaiughfares and cross-roads, and 

the vexation of the irregular lev)- was aggrav ated 

by the host of petty e.xactions it gave rise to on 

the part of numerous agents employed in the 

collection of the duty. 

Besides the transit duties, there were town or 
consumption duties which yielded some revenue 
at the principal towns and most of the larger 
villages throughout the Presidency. In such 
places, these duties were levied in the shape and 
generally at the rate of the transit duty. The 

*Ig. mont auch coses*, double dutv whs oxaetoil. Vide Refmii rrf 
the CommitttH* on (’uatoma, iHiW. 
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geiieAl name of these duties was " Gaunv 

Optar”.’ 

At all the %eaport towns of the Presidency/ 
ex(te|)t Surat, the frnport customs were held to 
cover the con.-vnuptioii duties on goods coming 
in liy sea. Goods coining in by lanr^paid a rate 
of duty ditt'erent from, and generally lighter than,, 
the sea import duties At Bombay, a town 
iliitv was raised since IHOd, the amount being 
4 per cent. u|)on the prime (sjst of goods. Cer¬ 
tificates from th(' other Presidencies e.'cempting 
goods' from .sea customs at Bombay did not 
^■.xemjit them from the town duty. Articles for 
re-e.xportution were, in .some cases, allowed to be- 
warehoitsed. 

The Bombay town duty was abrogated in 
180.5, but re-impo.sed in 1810. The evils and 
ineonveuienee of the sy.stem under which 'the 
town duty was levied led to a new arrange¬ 
ment in 1827. which was revised in 1834.- 

The duties at the other seaport towns were 
levied at different rates. In 1834, the town 
duties in the Bombay Presidency consisted of 

'Till* of the term it* pHyiiiciit for what ih unloailcd at a 

r{IiR>;o. 

^In 1834, II law was im)NlHin^’a duty of 1^ per cent, aud 

allowing no drawback except on oxpoitatior^to the Uniteii Kini^dom^ 
and thi'ii only to such an extent as should rodiice the total duty 
rikwivable bv Government to 2| iK*r cent. 
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‘c,]| per cent, at Bombay on .spices, fuxurJfes, anrl 

cloths; at Surat, of certain duties generally 

under 5 per cent, upon the ,sa*ne and several 

other article,s of domcstiT (U)n.stnnption; at 

Ahinedabad and the principal, •towns in that 

district, of per cent, ad valorem on all but 3(i 
• “ * 

articles.' .At the other towns in (Jujrat and the 
principal ones throughout the Deccan, a duty on 
consumption was levied like the transit duty on 
the load or i[uantitv, without much precision 
as to the value. The duty hi all these cases 
was light in amount, • 

In jMadi ■as. the revision of the Customs Regu- 
lations took place in 1781, and agajji in 178(). 
'file chief feature of this latter revision was the 
imposition of a duty on imports into Madras at 5 
per cent., at a moderate fair valuation, regulated 
hy the market price of the day,- with drawback 
at 4 per cent, on good.s re-.shipped. This rat^, 
of duty, namely, .5 per cent., wa.s con.sidered 
too high and was reduced in 1789. In 1794, 
the Court of Directors .sent out instructions to 
the Madras Government to regulate their tariff 

’ The exempted ones consisted of dyes, of raw material used in 
manufjioturo, and of necessaries of life (oxcluding grains). 

’^This valuation was made after deducting, according to long 
• ostabUahed usage, 10 pi'r oont. on goods imported by Christians and 
20 per cent, on gorxfs imported by any other denomination of 
merchants. 
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accorcWiig to the system. prevailing in Bengal. 
And in 1795, a duty of 2i per cent, levied^ad 
valorem, with a^lvances of (>0 per (!ent. on foreign 
goods or goods imiJtirted in foreign ships, vva.s 
fi.ved. On exports al.so, a per cent, rate on 
all goods, with certain exceptions, was levied. 
In 1798, the (,'ourt of Directors diN'cted the 
Madras Ooveiaiment to levy an additional duty 
of I per cent, on the imports and exports hy sea 
in order*to meet the increased maiine charges. 

In 1803, a general duty of 0 per cent, wa.s 
established on articdes iinport(;d by sea into 
Madras o» British or Asiatic or .\merican ve.ssels, 
alid 8 per c(bit. on goods importial on other 
vessels.' '• 

In 1812, the cu.stoms system of the .Vladras,. 
Presidenev underwent a turther revision, and a 
general import duty at 8 ])er cent, was estiib- 
lished on goods imported by sea on British or 
•Asiath; vessels at Madras .and the sidiordinate 
ports. An export duty of like, amount was 
imposed on goods exported from the sidnirdinati* 
ports ; but no export duty was h'vied at .Madiais, 
except on goods exported on foreign vessels ^ 

V In I7M3 the cuHtoins revenno of tho Minlrai. Pivniaeucv wuh 
Kmm, niui !n 1808.9, it wh» £1.52,t«S t'hf, Re|.ort on the Bffiiirs 
of the E. I. Co., 1810. 

•Cotton was made liable loan export duty^of 8 pi r cunt,, whenee- 
soever exported, Iwin;!, howerer, at the name time, deolami free 
from all duty on import. 
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Goods imported or exported on foreign bottoms . 
were subjected to doable the amount of duties 
payable on goods imported or exjyrted on Britisli 
bottoms, that is to say, a duty of l(i per cent, 
on their value.' ^ 

Reffulatron II of 1816 was framed under the 
authority ef theGourt of Directors and the Board 
of Control, for encouraging tin; exportation of 
the staples and the marine stores of Great 
Britain to the territories of Fort St. .George. 
Its provisions in respect of the import of certain 
articles from Great Britain free of duty, or at a 
duty of 2i per cent, or o per cent, (if the 
produce of foreign Europe,) were sijuilar to thosjp 
established in Bengal and Bombay, In like 
manner, it was enacted that if the established 
duties on the goods should have been paid at 
any port subject to the British Government in 
India, no further duty should be levied on their 
transit from port to port within the same 
territories. As regards exports, the rules in 
respect of drawback on exportation to the United 
Kingdom were also practically the same a.s in 
the other Presidencies. Some alterations were 
made in these Regulations in sultsequept yeArs, 
which, however, did not invoh’e any change in 
the principles. 

The inland customs of the Madras Pre.sidenoy, 

’ Eeport of the Coiimiitfot' on Customs, 1836. 
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were practically the same as those of Bombay 
till 1803. In that year, a number of Ee^ula- 
tious was pasSed, which abolislied the whole of 
the anomalous duties of tlie indigenous system, 
and substituted tlie following duties. First, a 
general duty of (i per cent, was pnposed on 
gof)ds importdl by sea or by laud into the town 
of Madras, or maiiufactined within its limits. 
SecoiifUy, a general duty of 0 per cent, was 
levied on goods e.xported from tlui subordinate 
ports. Thirdly; there was a general duty of 6 
])er (!en|^ on goods imported or e.xported across 
«the frontier of the .Madras territories. Fourthly, 
gO(xls imported into certain provincial tt)wns, or 
manufactured within their limits, pairl a duty of 
6 ])er cent.' Goods might thus be subjected 
succe.ssively to three distinct (i per cent, duties, 
namely, a frontier, a town, and an export dtity 
' making an aggregate of 18 per cent. 

These duties were more than the external 
commerce of tlie country could well bear. The 
substitution of an ad valorem frontier duty for a 
toll fell particularly heavy upon cloth which 
was at that time manufactuted largely in the . 
Madra%^ territories for foreign as well as home 

., ^Ooods be)on|?inK to the Comimnv, and cotton thread, 

^ lutd BCYera)‘article>« of minor iiniKtrtaiiee, were exempted from 
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(j()ii,suiiiption. Tile duties on all commoflities 
having formerly been regulated by the bullock 
'load instead of the jiriee, they wete as high on 
articles of little as on those of great value ; but 
being now collected upon the ^«st, and the 
bullock load of cloth being eipial to 5 or (> times 
the value of most other articles, the increase of 
duty iijion it was in the same proportion. A 
great decrease in foreign liousumption con- 
.sec|uently ensued. Large numbers of weavers 
wen' thrown out of employ, andoinany migrated 
to other parts of tlu' country. The effect rtf the 
duty was gradually to drive traders and manu-p 
fae.tnrei's out of the town into the neighbouring 
villages, by whi<di they evaded the duty. But 
no longer having the ready marki't they had, 
when residing in towns, they necessarily carried 
on the trade at greater e.xpeiise. which e.xpense 
fell ultimately on the eoiisumer, no advantage , 
accruing to the (iovernment. The inland 
customs revenue thus gradually declined'. 

In 1808, the town duty, which had been 
discontinued for two years, but had not been 
formally abolished, was revived. It was enact¬ 
ed in that year that the town duty, both at 
. Madras and thci jnovincial towms, should be 

‘ lU'port (ff i1b‘ (.’onnnittcD on Costoms, 1838, 
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restn”ct('(l to goods iinpoitod into the towiiij, 
gvods exported from, or maiiufactiired \vi|hiii 
their limits, h?iiig left free, (foods having paid* 
a frontier duty were (‘xempted from the demand 
of town dutt,* or having paid tlie town duty 
were exempted from the duty on tjie frontier. 
These changes, however, did not mueli improve 
the produetneness of the inland duties. In 
1812. ^the Cu.stoms Kegulations were revi.sed. 
The principal feature of the new- .system was that 
a general duty ^)f .a ))er cent., on a fixed tariff 
valuation, was leviable on everv article of eon- 
^sumption ('.wiept such as were neeessar\' to the 
poorest ej^issof the people, and a feu ipthers on 
articles of trade [)rodueed within the eountrv.' 

The .system eontinued to lie the same for 
many years. In t82li, the Board of Kevenue, 
after giving a highly favourahle account of‘the 
> state of inland etistoms, eonehided hy oliservitig 
that they “are rather an Bxeise e.on.sumption 
than mere Customs duties upon trade; and it is 
this eoiwideration which shouhl he home in 
mind when the existing Inland Customs, or 
rather Excise, comes to be regulated anew ”. 

' Cotton, grain, and cotton thread were excepted. 

Besides the inland duty, u high (*on8unigttoii dtitx was Icvieil ai 
Madras and the other iinportnnt towns on lieicl. lotwi-co, gnnjM, 
bhang, and goduck. 
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^he foHowing comment of the Customs Com¬ 
mittee on this expression of opinion was as 
'appropriate as it was true. TheJ^ said: “The 
greatest enemy of the generM inland duty can 
say little worse of it than is her* voluntarily 
avowed hy its ailmirers and advocates. A 
sy.stem of universal excise if administered by 
Government servants, will always 1)e a sy.stem 
of universal fraud on the revenue and exactions 
on the people ; and if administered by farmers, 
a .system of grinding oppression, under which 
the payment of legal dues will form the lightest 
part of the burden.” 

The establishment of a transit duty .through¬ 
out a vast extent of open territory, and an 
exci.se duty at every village of it, required a 
pi-odigious Imdy of officers. The great exac¬ 
tions and frauds of these servants were the 
subject of repeated complaints by the inhabit¬ 
ants and merchants of the country, and the 
worst of it was that a large portion of the 
duties actually levied never reached the troaaury 
of the state.' 

* As the Committee on CnetoniN rijfhtly observed, “ It was for the 
power of exaction that the renters paid largely to Govemmeiit; the 
limitation of thetn; powers would nec<*»sarily reduce the rente. 
Thu# abuse became equivalent to revenue, and the greater the abuse ^ 
the strouger was the aiguinent, in a Htmneial view, for nmititemlbg ' 
the aystetn.” 
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Tlie loss'of revenue led the Government to# 

tvd(jpt the system of farming the inland dut^. 
This resulted ii! some increa.se in the collections, 
but added immensely to the oppression of the 
people. 

§•2. (1833—1857) . 

Such was the state of things when the Charter 
A(;t of 1833 established a centralised form of 
administration in India, and divested the Presi¬ 
dencies of their legislative independence. 

Not long after, a Committee con.sisting of 
ofticerif outlie Government was appointed for the 
purpose of revising the Customs and the Po.st 
Office Regulations of all the Presidencies, with a 
view to the encouragement of commerce and the 
increase of revenue.' They were a.sked to cou- 
■sider the method by which an amount of revenue, 
equal at least to that collected at that time 
•under the general head of customs, might be 
realised, “on an ameliorated principle”. The 
special attention of the Committee was called to 
the transit duty, which was “comparatively 
unproductive to the State, oppressive and vexa¬ 
tious to merchants, and injurious to the people 
at large ”. The town duties \vere also included 
in the Committee’s investigation, which although 

‘This Committee wan appointed in the year 1884. 
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Jess extensive, were “ unavoidably vexatious, 
bearing indeed a [ree.idiar cliaractc'r of iiijustie^' ”, 
from the arbitrary manner in \tliicli they had 
been fixed on some places and not on others.' 

In tile meantime, a Kejmrt* bad been sub¬ 
mitted by^Mr. Trevelyan on the Inland (’iistoms 
and lown I)iities of the Bengal Presidenex’. In 
IHdo, Ijord Ellen borough. Pre.sident of the Board 
of Control, invited the Jittention of the Cjhairnian 
and Deputy Chairman of the Ea,st India Com¬ 
pany to this B(‘pori, and pointed out some of the 
evils of the .system which then prevaiksj. "Befer- 
ring to the injury re.snlting from-the .sy.stem V* 
linlian cotton manufacture, which Igtd of late 
years been nearly superseded by the importation 
of British cotton goods, the Piawident remarked, 
“ W Idle the Cotton .Manufiietures of England are 
imported into India on jraymeut of a duty of 
two and a half per cent., the Cotton Manufac-* 
tures of India are subjected to a Duty on the 
raw Material of Five per Cent., to a further Duty 
on yarn of Seven and a Half per Cent., and 
finally to another Duty of Two and a Half per 
Cent., if the Cloth should be dyed after tlie 
Rowannah has been taken out for it as White 
Cloth. Thus altogether the Cotton Good.s of 

' (i()<’ Rxtnirt SciiRmte (.otter, 2nil Soiitemlier, IKW, 
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India may pay Seventeen and a Half pei' f'ont.”‘^ 
,Th« efforts made to improve the leather manu¬ 
factures were c<tunteracted hy the heavy duties 
to winch they were sulijiM-ted, As the President 
pointed out, tha raw hide jadd 5 per cent., on 
lieine manufactured into leather it yaid .i per 
cent, more, and when the leather was made into 
boots and shods, a fin ther duty of .") pel' cent, was 
impo.sed : thus in all ihei'c was a duty of I per 
cent. Situar was anothei' instance. On being 
im])orted into a,town it paid a per cent, in 
custonw and per cent, in town duly, and 
w'hen maniifaitturod, it paid on e.xportation from 
the same town per cent, more; in all la per 
cent. 

“The etfeet of ilie.se and similar llulics,’’ 
observed the President of the India Board, “ is 
virtually to prohibit the manufaetiive in To\v;ns 
of all Articles not ali.solutcly reiiiiired for their 
own Consumption ; to eonbne .Manufactures to 
the place where the raw .Material is produced ; 
and by such’ Hestrictions more than any tax 
actually levied, to depre.ss the productive Indus¬ 
try of the i)eo])le.” 

' “ Not le.ss than 2h5 separate Articles are sub¬ 
jected to Inland Duties; the Tariff includes 

'Letter datwl the IHth MHreh, IH.V) f'ii/r ParliHmeiitarj’ 
ill. ■ 
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‘^almost everything of personal or domestic Use ; 
and its operation, combined with the System* 
of Search, is of tlie most vexatio*as and offensive 
Character, witliout materially benefiting the 
Revenue.” ‘ " 

“ The Rower of Search, if really e.xerci.sed by 
every Custom House Officer woujd put a Stop 
t(i internal Trade by the delay it necessarily 
<x!casions. It is not exercised except*- for the 
Purpose of Extortion. The Salary of the Officers 
employed is too small to secure their Honesty. 
The System gives Advantages to ‘the great 
(Japitelist over the .small Trader. The smtfll- 
Trader cannot afford the necessary bribes : the 
Capitalist etnploys an .Agent to negotiate the 
undisturbed pas.sage of his goods.” 

.“The effect upon national Morals is yet 
more serious than the effect upon national 
Wealth. Every Merchant, every Manufacturer, 
and every Traveller, is, as it were compelled, for 
- the security of his property, or the* protection of 
his personal Comfort and not unfrequeutly for 
that of the Feelings of the Females of his Family, 
to enter into unlawful Collusion with* the 
Officers of Govetnment.” i 

, “It is a System which demoralizes our 
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People, and which appears to excite the Aver- 
, sion the Foreign Traders of Asia.”' 

The revenue aAnally produced by the internal 
duties was far from considerable. The total yield 
in the Bengal Prowiuces was Rs.‘(),81,126. The 
expenses of collection amounted to Rs. 4,00,986, 
making the net produce only Rs. 2,74.140. The 
abolition of thelic duties was also necessary to 
redeem the riovernment from the financial difti- 
culties which beset them, for an increase of 
taxation being imf)o.s,sible, there was but one 
course Ity which revenue could be improved, 
naipely, by giving freedom to internal trade, 
Lord Ellenboi’oiigb comdudod the remarkable 
letter with the expression f)f the confident hope 
that the time was not distant when the whole of 
the Indian Peninsula would, as regards commer¬ 
cial intercourse, be “one great Empire". 

, In 18.36, while the ('n.stoms Committee were 
still pursuing their en(|uiries, the Governor of 
Agra abolished all the (iustoms-houses established 
for the levy of transit iluties in the interior, 
except tho.se on the fi'ontiers. The Government 
of India expresised their disapproval of any steps 
having been taken without their sanction, but as 
they found that the eft'eet of the^ measures was 

* from Lord Elleiitwrough to the Chairmait atid Deputy 
cf East India Company, 1835. 
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beneficial, tliey decidwl to extend ^hem to 
Boiiffiil and Beliar. By ;Vct XIV of 18315, all 
inland transit duties levi?>d witliin the 
Presidency of Bens;al, exee])t on the Jumna 
fronti(!r line, were abolished. • «.\k this measure 


entailed a los.s of revenue to the Oovei-mnent, a 
revi.sed .s(;ale of import and export duties was 
adopted. A<’eordiu<;' to the new import .sehedide, 
bullion and coin. |)recions .stones and pearls, 
grain and ))ulsp, animals, iee, (aial and coke, and 
hooks printed in the Ihiited Kingdom or any 
other British Possession, were free.'' Marine 

stores and metals, the produce or manufacture 

* * 

of the United Kingdom or anv o|her British 
Possession paid 3 percent.; woollens. 2 ])ereent., 
cotton and silk piece-goods, cotton twist, and 
yarn, 3i per cent. If any of the articles were 
the produce of any foreign country, the rates of 
duty e.haige<l were donl)le. Salt was charged at 
Bs. :3--t as, per maund ; opium, Bs. 24 per seer; 
spirits, 1) as. per gallon : spices, tea, and some 
other articles, 10 per cent.; wines and liquors, 
10 per cent.; articles not enumerated, 3^ per 
cent. These were the rates of duty charge¬ 
able on goods imported on British bottom ; w'heii 

’ An import duty of 3 per cent, waw tdiargcd on foreign books. 
The revised scale was calculated to yield an increase of about 8 
Idkhs. Fide Letter from the Court of Directors to the (Jovermneut 
of Indin, dated 7th June, 1837. 
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they weTe inipotted on tdreijin bottom, they 
paid ft double rates.' ^ 

.\s for exports,’ bullion and coin, precious 
metals and stores, livii’g animals, laKfks printed 
in India, opium purchased at (iovernment sales, 
and cotton wool exported to Europe, the^ I'nited 
States, or any British I’o.sse.ssion in America, 
were free, (’olton wool, exported to other 
places. ])aid an export duty of H as. per maund. 
Sucar and rum, exporttid to the I ’nited Kingdom 
or any British l’o.ss*ssion were free ; but exported 
to any other place, paid i! per l•(‘nt. lira in and 
ptilgc of all softs paid duty at s an anna per 
maund; itidi^o,, l!s. ;! per maund; lac, dye and 
•shell lac, 4 per cent.; silk, raw tilaturr'. as. per 
seer; silk, Bengal wound, .‘t annas per seer; 
tobacco, 4 annas per mauinl; and all articles, 
not enumerated, 3 per cent. These nites wttre 
elpirged for goods exported on British bottom : 
when they were exported on foreign bottom, 
double rates were charged.-' 

The Customs (,'ommittee submitted several 

'ScliMlnIc .t.'t XIV of is:(« 

-Both the (iovonnuoiit of India anti iho Court of DiivctoiTj 
rej^artlod the export dutu-HaM injuriouR to tnule, hut justified them 
uit the ground of tiuoneial uecoRHity Vitle Letter, dntwj 

the 7th June, 1837. 

* l ufe Schedule B, Act XIV of 1836. in the cuiie of exports as 
woH us imports, when the duty was declared to be nW valorem 
it wan leviM on the market value without deduction. 
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Reports in 1836.' In their Kfth RejJort they 
recommended the Hssimilatbn of the Bombay 
and Madras taritls to tlie revfised tarift' which 
had been recently adopted for Bengal.' They 
pointed out that the want of uniformity in the 
rates of duty prevalent at the different ports of 
British India involved the injustice of a sy.stem 
of iinenual taxation, caused great inconvenience 
to tlie public, and (uitailed much labour which 
might otherwise be spared to the custom-house 
officers. They’estimated that the “proposed 
assimilation would result in a total loss of 
revenue amounting to about Rs, lOi lakhs,^but 
they thought that such sacrifice was ‘‘ preferable 
to the great inconveniences arising from a 
variety of local and partial laws.” 

With regard to the town duties of Bombay 
and Madras, the Committee reported that both 
these Presidencies, Madras in particular, stood jn 
an immeasurably greater need of relief than did 
the Presidency of Bengal. They added that the 

' In a Letter to the Court of Directors, dated the lOth Ueiober, 
183tJ, the Oovornment of imlia urged the asBiniilation of the tariffs 
of Bombay and Madras to that of Bengal, on the ground that thia 
step “would bo attended with the utmost benefits to the cemnieroe 
and productive powers of the entire British Indian torritorTi' They, 
however, remarked that such assimilation wafc of a secondai^ 
importance to granting relief to the trade and industry of tti^ 
iptertor from “the, verj- hurilenaome and oppressive tasaticiU to 
which these are suhjcct in both the Bomliay and Madias 
Presidencies.” 
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various' meastilfes adopted from time to time 
to jmprove the .system had signally failed 
Despairing, theiVfore, of amending these duties, 
they did not hesitatS to reconnnend their total 
abolition. •. 

By Act 1 of IHS8, the inland transit duties 
in the Bombay Presidem-}’ were abolished, and 
duties on imports and exports were .revised on 
tlie lines of tlie Bengal tariff. Similar measures 
were, howevei', not taken for the Madras 
Presidency till 18J4. 

Sevesal Acts were passed between 1880 and 
1844, dealing with various matters relating to 
the custom^ system of India,' but no substantial 
alteration of the tariff was made till 1845. 

Owing to the lo.ss of revenue entailed by the 
abolition of the inland duties in Bombay and 
Madras, an addition to the customs tariff became 
necessary.- 'I’lierefore, import' duties at the 
following rates were fixed on the different des¬ 
criptions of goods, being the produce or manu¬ 
facture of the United Kingdom or of any British 
Possession; Marine stores, metals, woollens, and 
cotton and silk piece-goods, 5 per cent.; cotton 

^Theiomv iropt^rtHiit of theM* Aeti* rplnteil to tht' establiffanifeiit 
of wsrohouinng tho pruhibitioTi of ini)>ortt( of fori'igo sugar 

antt rum, aud an iucreaoc in the mlt duties. 

, Mt'wax eatiinated tiiat the kwN in would amount to 18> 

tekhfi^and'tbat in Madma, 20 lakhs. 
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^^tlii-pad, twist and yarn, 3i par cent. any of 
these classes of jfood.s were imported from foreign 
countries, double the rates were payable. Porter, 
ale, beer. etc. paid 5 per ceht: wines and liquors, 
Re. I per gallon ; s])irits, Rc. 1,-1^ as. per gallon ; 
and all manufactured articles unenumerated, 
.5 per cent. When goods were imported on 
foreign bottoms, double the rates of duty were 
charged.' 

'riie principles on whiidi the custom.s'duties in 
India ought to be regulated ^were disou.s.sed by 
the Court of Directors in an important Despatch, 
dated the •i’ind ,\pril. 1843. These f)rinciples 
were : (i) the abolition of duties on the e-xporSa- 
tion of the staple commodities of India, with the 
exception of indigo : (ii) the abolition of the 
duties on the trade between the several Presi¬ 
dencies of India, commonly called the ‘port to 
port ’ trade ; and (iii) the abolition of double 
duties on merchandise exported or imported oft 
foreign bottoms. In 1848, it was enacted that 
“ no duty shall be charged on any goods lawfully 
carried from any port in the territories .subject to 
the. Government of the East India Company to 
any other port in the said tcrritorie.s”.- Another 
provision of the same Act wa.s that all goods 

Vide Selu'<lulo. Ari IX of IS-l.'i, 
s Act VI of 1M4K. 
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export^ firSm or' im})orte<l into any porf in 
British India on foreign bottoms should be 
chiirged only with the same rates of duty ‘as 
would now by law be^charged with, if such goods 
were exported ,Of imported on British bottoms. 
Two years later, the last relic of the Navigation 
Laws was swept oft' the Indian statute-bixik 
when the (siasting trade of India was thrown 
open to ves-sels of all natioas.' In 1857, the 
Governi/ieiit of India recomniendexi to the India 
Board the adoption of measures for removing 
from J;ln‘ cu.stoins tarift' all discrimination 
between foreign an<l British g(X)d.s, but this step 
was not taken until the administration i»f India 
had l)eeu tmnsferred from the hands of the East 
India Com|)any to tho.se of the British Crown. 

To 8ummari.se: During the greater f)art of 
the Company’s rule in India, Great Britain pro¬ 
tected and encouraged her industries against 
Indian competition, and treated India as the 
source of raw materials for her industries and as 
a compulsory market for her industrial products. 
British imports were atlmitted into India practi¬ 
cally free, or paid only nominal duties; while 
Indian goods were penalised by heavy duties 
within the country, and their entry into Great 
. . ‘MVof I 860 . 
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Britain was either ahsoliitely pvohibUed or barred 
by high duties. ' 'I'lie inland trade of the 
cfiuntry was disoouraged, and Iser foreign (-(nii- 
nier<‘C was directed for tlia benefit of Kngland. 
Not only was any attempt niade to foster the 
indigenous industries, but also the fiseal policy of 
India wafe so shaped as to lead to the destruction 
of those industries whicdi were then in a flourish- 
ina: state. 'I’he action of the British (Joveriiinent 
which ruled the destinies of India was so pal|)ably 
unjust that even Eugiishnien felt it their duty to 
coiidenin it in very strong terms. Montgomery 
Martin, for imstance, said; “ For many year.s, 

great <joiumercial inpistice was done by Kngliind 
to British India.”■ Mr. H. H. “Wilson, the 
eminent historian, wrote : “ British goods were 

forced upon her without paying any duty: and 
the foreign manufacturer employed the arm of 
• political injustice to keep down and ultimately 

‘ In 1810, the Oirectura of the K«st IikUu Company wrote to the 
(lOveruor-Ooneral of Bengal: “As faraa the Uho of those Fabrics 
is supersedeil in these Kingdoms by the Cotton Manufactures of 
this Countr}*, aided by high protecting Duties, there seems 
prospect of Hecovoiy*.” Letter, ilated the 20th Juno, 1810 (Parliamen¬ 
tary Paper, 13W.) 

* Indian Kmpii'e, Vol. 1, p. 560, foot-note. Mr. Martin added : 

The late Sir K. Peel admitted the injustice, and adopted meaaures 
for its redress, which merged into the low import aystem, a 
misnomer designnteil free trtvir. which does not exist in any 
conntr\’.’‘ 
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stranj,'!** a competitor with whom h<‘ couhl not 
have contendcfl on e<|ual terms.”' 

' Vl^lsoii, Hiatorv ot‘JJriti»h India, Vol. I, |i. ;lai, I'oirt-noU*, 

Tho observations of VViIw)ii ilt>s(>rvt‘ to Ik* i|Hotc(i in full. He 
maH: “ The history of t lie tra^e of cotton cloths with India affords a 
singular oxemplifloation of the inapplicfibilitv to nil times and cir* 
cumstaniHis of that prVicipIe of free trndt‘ which mlvocntes the 
unrestricted admission of a cheap nrticle, in jilucc of protecting by 
heavy duties a dearer one of home nimmfiicltin' it is al.so a 
melancholy instance of the wrong done to India hy lift* country on’ 
which she had become dependent, tt was stated in evidence that 
tho cotton and silk g^asls of India up t.o this jieriiMl con Id U* sold for 
a profit in the British market at a p^ice from fifty to sixty |K*r cent, 
lower than those fubricjited in England. It consc(|uent1v Iwcame 
uecessarv ti^ protect the InttiT hy dntios of scviaity and eighty per 
cent, on their value, or h) positive prohibition Had this not lH>en 
the case, had not such prohibitory duties and deerecK e-xisteil, the 
mills of Paisley and of ^Manchester would ha\c been stopped in 
their outset, and conld scarcely have l>een again set in motion, even 
Jiv the i>ovi»ers of steam, They wore ci'eated by IIh' sacrifice of the 
■ mlian manufi^-i ure. Had India Ih'cii independent, she would have 
'rctalintoil: would have imposed preventive duties upon British 
goWs, and would thus have preserved her own jirfHlnetive industry- 
from annihilatii^i This act of se}f-d<*fenee wa'' not pennilted her; 
she was at the nlt*rcy of rlie stranger'' 
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KISCAL POMCY OK INDIA UNDBU THK CROWN. 


§ 1. (1858-1870). 

The fiuiiiKiial .situation in India was rendered 
e.xtreinely enibarranHing by the Sepoy<. War ^ 
1857-58. And no .sooner was the adhiinistratum 


of tlie country transferred from the hands of tlic 
Ea.st India Oonipany to those of the Grown than 
the necessity was felt for increasing the resources 
of the Indian Exchequer. By Act VII of 1859, 
therefore, the customs duties were largely in¬ 
creased. The duties on imported goods were 
fixed as follows; Cotton thread, twist and yarn, 
5 per cent, ad valorem; tea, coffee, tobacco, 
spices, haberdashery, grocery, provisions, per¬ 
fumery, and jewellery, 20 per cent; porter, ale, 
etc., 4 annas a gallon ; wines arid liqueura, Rs. 2 
a gallon; spirits, Rs. 8 a gallon ; apd articles not 
included in the above enumeration, 10 per cent, 
ad valorem. Goods for exportation were 
62 . , ' 
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(:har>{ea8lc to the following rates: Grain and 
pulse of all sorts, 2 annas a nuiund; indigo, 
Rs. 8 a maund ; Ike dye and sliell-lae, 4 per cent, 
ad valorem : and all iTrtiides not enumerated, ,8 
per cent, ad vahwein.' 

It is worthy of note, that no discrimination 
was made in this Act between British and foreign 
manufactures. 'I'his eijiialization had been re¬ 
commended by Lord (ainning iii a letter to the 
C^ourt of* Directors in 1857. In 1859, the 
proposal received fclie as,senr of the Bce-retary of 
State, who observed : *• The ili.serimiMating duties 
formerly levied on the im|iort into the Uniteil 
King<lom of gootls, the produce or manufacture 
of foreign co*untrics, have, under the more en¬ 
lightened legislation of late years, almost dis¬ 
appeared from the British tarifl', and it is eqtially 
desirable that the same |)rinciple should he applied 
to the commerce of the Queen's dominions in 
Hdia.” * 

The enhancement of duties gave rise to some 
opposition in India. A memorial was submitted 
to the Secretary of State for India by the mer¬ 
cantile community of Bombaj in which they 
urged the “ extreme impolicy of placing further 
imposts upon the trade in British manufactures.” 

A. ft B., aA VIU of ISSH. 

Bevonae Despatch to India, 7th .Ipril, ISIW. 
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, They pointed out that competition in the cotton 
industry had already commenced in India, and 
added; “ England has to oppose superior skill 
and continuous improvements of machinery to 
the cheap labour and cheap cottf)n grown on the 
spot in /ndia. The result lias yet to be seen ; 
but with the heavy burden of 10 per cent, duty 
imposed upon her production, it is not difticnit 
to foretell what the result will be.’’ ‘ , 

In connection with the revision of the customs 
duties, Lord Stanley thouglit"fit to discuss some 
principles which bad been urged by the'Iioveni- 
ment of India in 1857. They were : (i) Ahe 
equalization of the duties on Rritisb and foreign 
manufactures, and the assimilation of the duties 
on manufactured and unmanufactured goods ; (ii) 
the exemption from duty of all articles producing 
an inconsiderable amount of revenue ; (iii) the 
abolition of export duties; and (iv) the aug- 
njientation of import duties. With the sugges¬ 
tion contained in the first part of (i), Lord 
Stanley cxprc.ssed his full and entire exincur- 
rence. .As for the assimilation of the duties on 
manufactured and unmanufactured goods, the 

ipenioria) was agreed to at a Town Hall meeting, heid M 
Btlmbey, end a telegraphic nieK^ige was wnt hr the Bombay 
* Qovemmeut to the Government of India, recommending the ex¬ 
emption from the increased doty of all goods shipped previoas to 
the receipt of the notitication. But the exemption was not allowa^ 
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Heer«tary of Stiite thoiiglit that it would thiDW^ 
imyiBdinieiits in the way ol' indigenous industry 
which liad already suffered much from competi¬ 
tion with the British mill industry. 'I’he prin¬ 
ciple involved Bi*(ii) had already been e,arried into 
effect in England to a great extent, but it was 
not thought that theie wa.s sufficient, imson for 
extending it f.o India, as the change would in¬ 
volve fayisiderablc sacrifice of revenue. On the 
question of export duties, Ijord Stanley did not 
<lefend them in theory, but acquiesced in the 
opiuioil that they were so low, and India had 
sw great an advantjige over other countrie.s in the 
produ(!tio».of articles on whi(di the duties were 
levied, that they could not possibly offer any 
impediment to exportation. As for (iv), he was 
of opinion that the rate.s levied in India were, 
on the whole, extremely moderate, and he 
thought an increase might be effec-ted in the 
import duties on most articles of commerce, and 
especially on luxurie.s without the impo.sition f>f 
any serious check on consumption.' 

The revision of the tariff in 1859 led to the 
duties on a con.siderable number of articles being 
increased from 5 to 20 per cent. This increase 
was too great, and resulted in the falling off of 

^8epant« Keveniie DeMpatoh to ItuliQ, 7th April, 1859. 
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impoftH. Mr. James Wilson, who was appointed 
Fiuai)ce ‘Member in 18(50, took thi.s as a warning 
aifd roiliiced the rate to 10 pei‘eent. He also 
abolislied the export dutfes on wool, hemp, 
hides, Hax, jute, and ten.' -He argued that 
export duties were impediments in the way of 
developing the produce of the country, and 
remarked : “ .Vs a general nde, Vhen the pro¬ 

ducts of our soil have to find a foreign nnvrket, 
and in eases in which they enter into competi¬ 
tion with those of other (louiitries, the direct 
effect of export duties must be to ^daee. our 
products in those countries at a disadvantage 
with their foreign competitors : in point of fact, 
it cannot he denied that in such ca.se.s an export 
duty falls chiefly uimn the producer who culti¬ 
vates tlie article.”'* With regard to jute, he 
expressed the opinion that it was “one of the 
great raw materials used in Kngland, which w)m-„ 
petes with the coarse hemp of Russia and the 
production of which it is much our interest to 
promote.” " As for tea. the. Government had 
spent a large sum of money in inti'oducing it as 
an article of cultivation, and the Finance Member 
•regarded it as one of the few means that existed 

^ These ‘rednotioua and abolitions involved a loss of £ fiijOOO. 

Wilson, Financial Statement, 1860-61. 

Wilson, Financial Atatement, 1800411. 
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in Indi’i “ of attracting European capital and ^ 
European settlera.”' 

But the Government of India was faced with 
a large deficit. TiTe h'inance Member was, 
therefore, obliged to make, .some proposals for 
the increase of revenue. Saltpetre was at this 
time produced e-xelusively in India, and fetched a 
large price an*d it high })rofit. Mr. Wilson 
thought that this article did not stand in the 
.same |x)sition as other artie.les produced by the 
cultivators of tin* .soil, and would bear a duty 
of £ I (fa ton, without any danger of its being 
injertered with by foreign competition. For 
some time* past, a very small duty had been 
imposed on the ex|)ort of this article. Mr. Wilson 
increa.sed the duty to lis. 2 a maund as an 
experiment.’ Mr. Wilson saw no rea,son why 
cotton twist and yarn should be imported at a 
lywer rate of duty than laitton |iiece-goods. He 
was not impressed with the argument that it 
was an earlier stage of manufacture. Nor did 

Wilson. Fiitancial fltfttement, IfitW-rtl. 

**rhe total (|UAiiiity of Kalt)»eln! from liniin wft» 

H,00,000 manuds. It waa. thorefon*, expe^od that the increase in 
the rate of doty wonld yield £ 180^000, or an additional amount of 
£164,000. Mr. Wilson prop<t»etl to allow the saltpetre reflnera to 
tarn to profit the aalt which we« «ew»«Rrily made in the prooeee. 

fte aiao raised the duty ai>on nnikumufaotured tobsuco to 8 aQiiaa 
the seer, and manufactareti tobaco(» to Re. 1 the seer. The ia«t 
ftenge was one which he made with regret, and to which he was 
diiwtk ^ idieer necessity. “ Nopwwity,” he said, “haa no law,” 
RnaaeW Statement, 1860*6}. 
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he iittaeli iiiue.h importance to the view that a 
low duty on yarn and a higlier duty on oloth- 
<“ncouraged the indigenous weaving industry. 
He, therefore, raised the import duty on yarn 
and twist to 10 per cent. Th^ *result of these 
(ihanges ^was a tariff imposing one uniform ad 
valorem duty of 10 per cent, on all articles 
subject to iluty, e.'ieept beer, spirits, wines, and 
tobacco. \ e.on.siderahle net gain to, the ex- 
eherpier was estimated. .Vnd there was another 
source from which an imu-eased revenue was 
looked for, viz., tariff' valuations. \lr. ‘Wilson 
thought that the then existing tariff’ valuations 
were too low, and he look steps to.tevise them 
and also to apply a uniform system of valuation 
to all India. An increase in the export duty on 
indigo had been suggested in some, (juarters, but 
Mr. Wilson refu.sed to accept the suggestion, 
because, in the Hrst place, a rival production wa« 
supposed to exi.st in Mexico, and, .secondly, it 
was not desirable to place any impediment in 
the way of the cxten-sfon of an industry whfch 
was one of the few cultivations iti India which 
attracted “ British capital and skill to direct 
Native labour. ’' 

..'Piimncwl Statement, 1860<6l. Mr. Wilson added: “Th# 
▼ahte of the Euroiieau gentlemen settled bi oor country distriota 
<«nnnt. in our opinion, bo ovor^estimated, and it will be the 
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Nej* y«ar, tlie (Government of India was 
• fac^ with a deficit qf £(5 inillions, Hut this 
did not prevent the new Kinanee Meral)er, 
Mr. Kamiiel l,ain}t, troin proposiii}' the reduction 
of rlw duty •It im|)oite(l twist and yarn to 
•i per (a-nt. on tlie ground that it “ might not be 
maintained at a rate which might stimulate the 
growth of a p'i’oteeted interest.”' He expressed 
the wish tliat lie could at once reduce the duty 
on piecc-goiHls and other manufactures from 10 
to .5 per cent. Ifiit, unfortunately, the amount 
of saerifice was too large U) enable him to 
Hfopo.se it witlioiit imprudence, lii the case of 
yarn, however, the amount was small, the failure 
of the high duty palpable, and the matter was 
urgent, because jiarties were “actually building 
mills anil importing machinery on the strength 
of the high duty.”'' 

, So, even in this year of dclieit, a revetiue of 
£40,000 was sacriticed in order to maintain what 
were called the principles of free trade, while ati 
addition was made to the duty on salt, an article 
of necessity for the poor. 

The tinancial position of the (iovernment 

Bteatlfast policy of the Ooverument encooruffc it in any fair 
way It can." 

‘ Finanoiai Statement, 1861*62. 

"Financial Statement. 1861-68. 
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improved coiisiderably in 1862, und the Mmmce 
^^e!lll)eI• V.stimated h .surplus of £ 900,000. ^ It* 
wius tlieii proposed to reduee I he duties on 
imported eotton goods froifi 10 to .) per cent. 
Some eminent persons, among. tiieni the then 
Lieutenant-Governor of Bengal, tliouglit that a 
10 per cent, duty on imported manufactures was • 
one of the most legitimate souitses of ImJian 
revenue. But the (fovernmeiit of India were of 
a ditferent opinion, ami their reasons were thus 
e.xplained by tin* Kinanee MeniKer : 

" Firstly, the duty applies e.xelusivtfly to 
British manufactures. Now as long as England 
ami India remain parts of one great Empire, it 
is impossible to apply precisely the same rules 
as if they were sejairaie and independent 
countries. I have opposed, as sharply as any 
one, any attempt to ea.se English tinanee unduly 
at the expense of India ; but 1 cannot deny tliAt, 
England, having founded the Indian Empire, 
and being ready to sustain it, and having given 
up all. pretensions to exact a tribute, as Holland 
does from Java, or Spain from Cuba, and all 
claim on a monofroly of the Indian market and 
carrying trade, may, with some reason, ask 
India so to levy the uece-ssary i-evenue as not to 
. interfere injuriously with trade between the two. 
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countrt^. .. *A heavy import duty, therefore, on^ 
^ trade between England and India cofties very 
near in principle to a transit duty between 
different parts of* the same Empire. But 
secondly, there js another argument, even more 
conclusive, against the permanent retention of a 
10 per cent. duty. Either the clothing of the 
people is a proper subjecst for ta.xution or it is 
not: if it be so, on what principle can we 
impose ta e.onsi<le,rable duty on clothing which 
<;omes from abroad and levy no duty at all on 
clothing produced at home ?” ■ 

The’ Finance Member was not, however, 
prepared to e.xtend the policy of redmition to 
the other articles of the tariff, and he did not 
consider a nnxlerate duty, such as 10 per e.ent., 
aS an ofijeetionable mode of raising revenue. 
He placed paper on the free list,- and re¬ 
duced the duty on beer, which was “ to many 
.Eunipean constitutions almost a necessary,” by 
one-half, and the dufy on tobacco from Rupee I 
per seer to 20 per cent, ad valorem.* 

The year continued to be one of financial 

.‘FinMioial Statement, 18Bi!-63. It i» worthy of ntrte that 
memoriaU had been sent by the Ghainbere of Commerce at 
Cakntta, Bombay and Madras arKinfc a redaction of the duty. 

I Mr. Iming lefosed to be drawn into the oontruvony namely, 
whether a tax on paper was a ' tax on knowlodge,' but he, thooght 
lAflft books were on' the free list, a duty on paper woe indefenaible. 
*lt waa estimated that the total effect of the redactions propoaed 
; id oMtoms dnties was £ 475,000. 
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prosperity, aiid, in 1863, some other reductions 
were nnftle in the I'fites of duty.' No reduction 
was made on the duty on pieee-f^aods, because the 
5 per cent, ad valorem duty, cliarged on a valua¬ 
tion which wa.s fixed when prices, were about half 
of what they were at this tiim;, really amounted 
to per‘cent., and the so-called protective duty 
had utterly failed to give protection. The hand- 
loom weavers, as Sir (Iharles Trevelyan .stated in 
the Council, had been " prosti-ated by the blow 
which staggered Mamdiestcr., They bad gone 
down before the excessive price of the raw 
material and bad migrated or gone upon the 
Railways or other public works or bud given thehi- 
sclves up entirely to agriculture.” The Finance- 
Member prophesied that when Manchester .set to 
work again, she would find her rival lotad 
manufacturers converted to an unex|)e.c,tcd extent 
into ready-money customers.’ 

few yeaivs ago, the plan had been adopted 

‘ DntioK on boer and wine were further reduced. Irou, which wae 
rcgortlod as a material of industry essential to the development of 
great works in Inilia and which had been ehargod with a duty of 
10 per cent., was now subjocted only to a i-ugistration fee of 
I per cent. Maohinor}’ continued to be on the free list. 

^Financial Statement, ISH3-H4. He addeil: “There has been 
occftsional seven* disti'css, particularly where the manufacture was 
carried on fur general sale at marts, but, on the whole, it is a re¬ 
markable proof of the healthy, progressive state of India,, that the 
transition has l>eon got through with su little difficulty/* Disdis-' 
sing the causes of the trouble, the Finance Member remarked that 
*‘*the 40, 50 and even 60 per coni, advance of price paralysed trade, 
and not the nominal 5 per cent, duty.” 
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ill Euglhnd \)f confining customs duties to a 
limited number of principHl articles of.imjmrt. 
It vvlis suggested in mafiy (juarteis tliat a similar 
jysteiu might with ;ulvantage l)e extended to 
India. But Sir (Charles Trevelyan held the 
view that, under the .special eircunistances of 
luilia. “our policy sliould l)e to levy* a wide¬ 
spread hut moderate duty, .so as to give free 
scope to trade in time of |)eace, and to eherisb 
the inerea.se of a fund whieli would he our first 
financial re.serve in time of War."' 

In 1HC4, the finances of tlu; (iovernnieiit of 
India showetl further improvement, and the 
gttiieral import duty of 10 per cent, was reduced 
to 7^. The duty on tohacco was rediujcd to 
1(1 per cent. The loss of revenue arising from 
these reductions was .sought to he halanced by 
increased receipts fr<tm there-adjusted \aluatious 
of picce-goo<ls. 

, Next year, some im|)ortaut alterations were 
made in the customs tariff in view of the growth 
of expenditure and the cessation of the revenue 
•lerived from income-tax. The Finance Member 

* Hiff reawms wei*e a» follow : “ Whether ilnly k' Icvieil od 
many artidcK or on few, alt muvt undergo the inmol (‘xauiinatiou. 
Kothin){, therefore, is gained by liinitinp: dutien to u few ariiclea 
either In savin); expeiiM' of uoMeHion or in exempiinj; the trade 
from intcrferi'iice. India ih liueh » vafit and imperfectly developed 
coahtry that aiticle*> which hardly appear in one ]mrt exist in 
abundance iu another, and entirely* new ataplos occaMioiially apringr 
into life in answer t<i Nome unexpc(*ted demand or diNcoveryV* 
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expressed the opinion that Indian* exjifwts had 
in general sueh a hold on foreign markets that 
they eould easily hear some dn*y without Being 
seriously eheeked.' He sliowed, hy reference 
to the trade ligures, that thti exports of jute, 
wool, tea, and cotfee had iiwreased (anisiderably 
during tTie last four years, and lu' |)roposed to 
levy an export duty of 3 [ter cent, on each of 
them. Hides, sugar, and silk, which had not 
imumsed in the same proportion, wt're’subjected 
to a duty of 2 per cent. On jbe other hand, the 
duty on saltpetre - which was now in adecadent 
state—was reduced from Rs. 2 to Ruixic 1.* 

There, were no changes of ttuy importance in 
1866, e.xcept that the <luty on .saltpetre which 
had been unable to coiuptge with the new 
manufacture in Knrope, was reduced from one 
Rupee a mauud to 3 per cent, ad valorem. The 
relief, however, came tfsi late. 

During this year, the tariff was revised by “a 
Committee with a \ iew' to the better classifica¬ 
tion of the articles, to a re-adjustment of value 
and charges, and to the removal of duties which 

^BirC. E. Trevelyan eant; **The old policy of tHe Klast 
Company was to levy low mtes of duty upon exports and 
However contrary this practice may have been to some reoelvod 
iniucimi of politioal economy it was suited to the circumstaDcet of 
tbe country.*’ Financial Btatoment, 1866»Hfi. 

An additional dnty of 4 annas a maund was alao ievied on salt 
in the Bombay Presidency. =* 
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were not so valuable to revenue as they might be 
obsttpetive to trade. Tbe new classification wt^ 
far more simple and intelligible than the one 
it superseded. The Committee adopted the plan 
of enumerating 4;he articles which were to pay 
customs duties, any article not enumerated being 
free. They removed from tlie column of charge 
in the tariff .sehedule upwards of 40 article.s, 
leaving only 97, articles, further reduced to 65 
classes or articles upon which duty in future was 
to be collected. .J^’iirther, they suggested the 
abolition of export duties'on 88 articles, retaining 
only 9 classes of articles on the ex])ort list. In 
1867, the Government accepted most of the 
recommendations of the Committee. The lo.ss of 
revenue resulting from the adoption of the new 
system was met by an increase in the export 
duty on grain from 2 to 3 annas per maund‘ and 
an alteration of the wine duties. The Committee 
had advocated the raising of the duty on grain 
not only as a legitimate mode of improving the 
revenue, but also on the ground of its tendency 
to check the exportation of a staple article of 
food during a period of fomine.* 

x. Hoa'ble Ur. Uasny pointed out that, in 1867, in the 

phiqiMt of scarcity, a prohibitory duty on the exportation of grain 
been propoaed, bot not adopted; In 1869, however, the dnty 
been rai^ from half anna to two annas per maund. Vvu 
^ IWadal Statement, 1867-68. 

of the, grain mevchanta of Burma memorialised Che 
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§ 2. (1871-1882.) 

, The ciLstoms tariff was again^carefully revised 
by a Committee in 1869, and, in accordance with 
their recommendations, the tariff valuations of 
cotton yarn and piece-goods *alid other articles 
were lai^ely reduced in 1871. 

In'1873, the Committee of the Bengal Cham¬ 
ber of Commerce sugge.sted, for the consideration 
of the Governor-Ceneral in Council* the ex¬ 
pediency of revising the tariff. In .January, 
1874, the Manche.ster Chamber of Commerce 
addres,sed a memorial to the Secretary of State 
for India, complaining— o 

'I’hat the duties of 3i per cent, (tn yarns and 
.') per cent, on British cotton manufactures im¬ 
ported into India were aiisessed on tariff'rates fixed 
many years ago, when values ruled much higher 
than at present; 

That the tax was found to be absolutely pro¬ 
hibitory to the trade in yarn and cloth of the 
coarse and low-priced sorts; 

That the Chamber were informed that it was 
proposed to import Egyptian and American 
cotton (no duty being charged thereon) to manu¬ 
facture the finer yarns and cloth which would 

Seorotary of State againet the increased doty, basing their oppora'- 
tion “ not on the ground of its tendency to ^eck the trede but in 
the prospect of its decreasing their profits.” 
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thus compete with goods leceived from England 
on wjjiich duty was levie(il; , 

That a protected trade in cotton manufacture 

• 

was thus springing up in British India to the dis- 
advanttige botli Af*India and (Jreat Britain ; and 

'I'ltat tlie duties increased tlic cost, to the 
native population or at least to the poorest of 
the people, of tiieir articles of clothing, and 
thereby ijiterfered with their health, (tomfort, 
and general well-being.' 

The Manchester Chamber of (Jommerce, there¬ 
fore, prayed that early consideration might be 
givgn to the subject of the duties with a view to 
their abolition. 

In reply to the memorial, it was pointed out 
by the Government of India that tarift' valua¬ 
tions had been revised only a few years ago, and 
an expectation was held out that another Com- 
nyttee would be convened soon for the purpose. 
Thereupon, the Manchester Chamber of Com¬ 
merce reminded the Secretary of State that, in 
their memorial, they had only incidentally re¬ 
ferred to the valuations, and that their main 
object was the total and immediate repeal of the 
duties themselves. They added, “ A large 
number of new mills are now being projected 

^ Vide BesolutioD of the Qovoriiincnt of IniliH, Fiuaodal Depart¬ 
ment, I2th Attfpist, 1876. 
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and the revenue from import duties wifi be con¬ 
sequently diminished. ,The impost is, thejrefore, 
defeating its own object, as weld a.s inflicting an 
injustice on the consumer and importer.”’ 

In November, 1874, a Comufittee was appointed 
by the Government to consider the whole 
question of the tariff. In the Report submitted 
by the Committee, they recommelided a lower scale 
of tariff valuation.s. 'I'hey also recommended 
the abolition of the exfwrt duties on cotton goods, 
grain and pulse (except rice' and paddy), seeds, 
oils, and .spices.^ As for the inqwrt duties, 
their suggestion was that the duty on spme 
of the metals should be reduced -from 7^ to 
5 per cent., while the duties on luxuries, 
wines and iron should be raised, and a 2^ per 
cent, duty on machinery should be levied. With 
regard to the duties on cotton manufactures, 
they observed: “The demand that, because 
one class of goods, represented by 4 lakhs of 
duty in all India, has in one part of India, to 
meet a local competition, the Government shall 
remit the remaining 77 lakhs wdiich competition 

‘ I'ide Resolution of the Goremment of India, Finance Depart^ 
ment, 12th August, 1876. 

^Two members of the Committee recorded their dissent frmn'the 
decision to remit the export duties on the ground that ** the sub¬ 
stituted taxation would be wone.** Vide Report, i 
February, 1876. 
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cannot aflFect, appears to the Committee quite 
unreasonable, ar^d it ia unnecessary even t(j 
enquire whether the finances could afibrd the 
remission.” They also rejected the. alternative 
of an excise duty on Indian mill products as 
they saw “ no need for establishing a cumJ)ersome 
and expensive excise machinery.”' 

The Government of India accepted, in the 
main, the recommendations of the Committee in 
regard to the valuations. They also concurred 
with the majority of the Committee in the 
opinion that it was of primary importance to 
reliave, as far as possible, the export trade of 
India from taxation and “to stimulate the 
growth of Indian produce, whether raw or manu- 
factuted, for exchange with other countries.” 
They went further, and decided to remit the 
export duty on tanned hides and skin.s. 

VThus, the entire export trade was freed from 
all fiscal burdens, except three articles, namely, 
indigo, rice, and lac. I'he Government of India 
did not ^ink it necessary to increase the duties 
on luxuries as proposed by the Committee. On 
the other hand, they decided to reduce the genml 
wte of import duty from 7J to 5 per cent. Of 
wane, the cotton manufacturers of Manchester 

*n<ai)litioii, (luted 12th Angaet, 1875. 
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shared, along with others, in the benefit of this 
reduction, and the lowef scale of valuations re¬ 
presented a considerable gain to them'. A fur¬ 
ther concession to the sehtiuients and fears of 
Manchester was the decision of ihe Government 
of India to impose an import duty of 5 per cent, 
on long-stapled cotton. But they declined to 
aboli.sh the c-otton duty altogether, being of 
opinion that a duty of .1 per cent, could not 
“ practically operate as a protection to native 
manufacture.” - 

Thes(^ decisions of the Government of India 
were embodied in a Bill which was pa,ssed on the 
5th August, 1875. A cable was .sent to the 
Secretary of State on the same day, informing him 
of the .substance of the changes. To this message 
the following reply was received : 

“ Provisions of Act very important. Some 
objectionable. Please explain, by mail, grounds 
on which you have withdrawn it from operation 
of LegLslative Despatch 9 of 1874”,® 

' The actual relief to cotton goods was no less than Rs. 8,8O»0D0, 
or nearly 11 per cent, of the whole duty paid. Vide speech of Mr. 
T. C. Hope in introducing the Tariff Bill. Legislative Coancil 
Proceedings, 1876. ^ 

’Resolution, dated 12th August, 1875. They expressed their 
i^preement with the view held by Mr. S. Laing in 1861, who had 
said : Free trade does not mean that there shall be no taxes, but 
that taxes shall be levied solely with a view to revenue, and not 
“ partly for revenue and partly for protection." 

’ This Despatch is one of considerable importance as showing the 
relations which existed between the Secretary of State and the 
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In the*r reply by letter to this telegram, the 
Govcniment of India explained that it'was a 
matter of considerable mgciH;}', and pointed out* 
that it had not been’ the practice, on former 
occasions, “ to refet- altei ations of customs duties 
for the opinion of Her Majesty’s Government 
previously to their being introduced and passed 
in the Legislative Council.” They also observed 
that in Despatch 9 of 1K74, the degree of impor¬ 
tance which would nocessitete the reference of a 
measure to the Secretary of State before its 
introduction into the Legislative Council had 
beeji left to be determined by the judgment of 
the Governor-General in Council. 

A few days later, a Despatch was received 
from the Secretary of State in which Lord 
Salisbury strongly urged the Governmimt of 
India to abolish the import duty on cotton 
manufactures as soon a.s the condition of the 
finances should enable them to part with it. He 
thought that the duty was open uot to economic, 

Cktrernor-Gencral in Council. In it, Lord Kaliubury criticiaed the 
action of the Government of India in taking the entire reapoii* 
aibilit^ for many important moaaurea which Iiad been recently 
passed by the Legialative Council. Thia practice he regarded as a 
departure from older precedents, and he desired that in future 
whenever the Governor-General in Council, ahuuld decide to submit 
a&y important measure to the Legislative Council, a Deapatob 
•bould ^wddroaaed to the Becretary of State, stating at length the 
reasons which were thought to juatify the step intended to be 
taken, and the mode in which the intention was to be carried out. 



72 : FISCAL POLItnr IN INDU 

* c 

but political, objections. “ The gradual t&nsfer”, 
he wrote, “ of the Indian trade from the English 
tb the Indian manufacturer, which appears likely 
to take place, will be attended with much 
bitterness of feeling on the one, side, and with 
the keen anxiety for the security of an unex¬ 
pected success upon the other. The English 
manufacturer will press with increasing earnest¬ 
ness for the abandonment of the duty ^to which 
he will impute his losses ; and in proportion to 
his uVgency the Indian manufacturer will learn 
to value it. It is impossible that, under these 
conditions, the duty can be permanently main¬ 
tained. The entire acceptance of free trade 
by England is incompatible with the continu¬ 
ance of an exception apparently so marked. 
Parliament, when its attention is drawn to 
the matter, will not allow the only remnant of 
protection within the direct jurisdiction of the 
English Government to be a protective duty 
^ which, so far it operates at all, is hostile to 
English, manufacturers 

On the 30 th September, Lord Salisbury sent 

’ l^epMute Revenue Despatch, No. 6, dated 5th 1975. 

Regarding the pcwsible effect of the proposal, Lord 
remarked: “ Some soreneae even now will be felt, and more will w 
ezpreeaed, by persons who will trace such a policy to a (nreferenoe of 
..Bngliah over Indian claims. But the irritation will only extend 
over a wider surface if action is delayed, and may, if the delays 
be too far prolonged, become a serious pablio danger . 



nSCAL POLICT IK INDIA - ^8 

• 

a telegram to the Viceroy expressing his dis- ^ 
appij»val of the Tariff Act and practically 
enjoining the removal of the cotton duties. 

E. Perry, a member of the Council of India, in 
his note of dissent to tlie telegram, said : “ It is 
a violation of the fundamental principles of good 
goverament for India that fiscal measures 
should originate with the local authorities there 
In a,De.spatch, dated the 11th November, 
1875, Lord 8ali.sbury again urged upon the 
Governor-General in Council the necessity for 
the speedy removal of the duty on cotton goods 
which, in his opinion, offered “ a false encourage¬ 
ment to the Indian manufacturer, ” and was " a 
matter of .serious importance both to Indian 
and Imperial interests.”' He refused to sanction 
the import duty of 5 per cent, on long-stapled 
cotton. Minutes of dis.sent were recordefl by 
8ir E. Perry and Sir H. Montgonxery to the 
Oespatch,^ but Lord Salisbury was obdurate. 

A few weeks later. Sir L. Mullet, Uuder-Secrctaiy 
of State for India, was sent out to this country 

^Zi^stAtive Despatch No. 51 of 1875. He suggested that the 
abolition should be gradual for the entire removal of t!^ iuiy 
wltbiQ a fixed term of years. 

*Sir BL Perry wrote: “I am aa strong an anti^protectionist- ae 
any of my colieaguea, but I am clearly of opinion that the small 
dnlQr af 5 per cent, which has been imposed for purposes oi Bevenne 
diottid not be remitted antil the state of the I&dhm finances per> 
iMt the operation.'* 
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to discuss the whole subject with the ftovern- 
tnent of India. 

In their reply to the Despatch of tlie Secretary 

of State, Tiord Northbrook and his colleagues 

pointed out the financial ditticuit’es which were 

likely to arise from any measure for reducing 

the custofns duty on cotton manufactures, and 

they made the significant observation : “ After 

carefully examining the records of the (lovern- 

ment of India since tlie year 1859, we can find 

no precedent of a measure so seriously affecting 

the future of Indian finance as the prospective 

removal of a tax widcli brings in a revenue of 

. ** 

£ 800,000 per annum having been directed by 
the Home (jovernment.” Tliey concluded the 
letter with the remark that the duty could not 
be removed “ without danger to the Indian 
finances, and that the imposition of.new taxes in 
its stead would create serious discontent”*. 

Othei’ Despatches to and from India follows 
ed. The Secretary of State continued to 
insist on the abolition of the cotton duties, 
while the Government of India adhered to 
their position of reluctance to agree to the 

‘ Letter dated 25th Februarj*, 1876. Parliamentary Paper 
(House of Lords) No. 3 of 1876. The whole attitude of the Govern- 
ment of India was thus described in one sentence: “ It ie our 
duty to consider the subject with regard to the interests of India; 
we do not consider that the removal of the import duty on cotton 
manufactures is consistent with thewe interests". 
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proposal. In tlie.se De.s])at(!hcs, the question 
of tlje relations between the British and Indian 
Governments was diseussed with enthusiasm on 
iMith sides'. The resionation of Lord North¬ 
brook, howevin'.' helped to smooth matters 
over. And when Lord L 3 ’tton became Viceroy, 
the Secretary of State was able to *liave his 
own way. The new Viceroy, soon after his 
appointijient, pulilic.ly declared his view in 
favour of the abolition of the cotton duties. In 
1877, the Finance Member, Sir .lohn Strachoy, 
made his attitude towards this (juestion 
clfar in these words: “We are often told 
that it is the duty of the Government of India 
to think of Indian interests alone, and that if 
the interests of Manchester suffer, it is no 
affair of ours: for my part, 1 utterly repudiate 
such doctrines: I have not ceased to be an 
,Engli8hmau because 1 have passed the greater 
part of my life in India, and have become 
a member of the Indian Government. The 
intere.sts of Manche.ster, at which some foolish 
people sneer, are the interests not only of the 
great and intelligent population engaged directly 

jThe opinion of the Council of ludie was often dirided on 
this question. For instance, Sir B. H. Ellis and Sir F. HalHday sub- 
mitted Notes of Dissent to the Despatch of the 23rd May, and Sir 
B. Perry and Sir H. Montgomery expressed their dissent from the 
new the raajoritj’ regarding another Despatch of the same date. 
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in the trade in cotton, but of millions of Eng¬ 
lishmen I am not ashamed to say that, while 
I hope that 1 feel, as strongly as any man, the 
duties which 1 owe to India, there is no higher 
duty in ray estimation than that which I owe 
to my own country.”' Financial embarrassments, 
however, prevented the Finance Member from 
giving effect to his views at this particular 
moment. 

In the same year, the Secretary of State again 
called the attention of the Government of India 
to the customs tariff generally, and to the duties 
levied on cotton goorls in particular, in severs! 
Despatches. In forwarding a copy of a memorial 
from the East India Association^ protesting 
against the proposed abolition of cotton duties, 
and a reply thereto by Mr. R. Jackson on 
behalf of the As,sociated Committees of Employ¬ 
ees and Workmen in the cotton manufacturing 
districts, Ijord Salisbury observed: “ Your Ex¬ 
cellency is well aware of the great importance 
attached by Her Majesty’s Government to the 
gradual reduction of these duties at the earliest 

‘ Speech iu the (Jovenior.General’B LegisUtive Council on Finan* 
oial Statement, 1877. 

^In this memorial it was pointed oat that there was no' 
'‘appreciable oompetition between the cotton goods of Manchester 
and thoee of India and it was nrged that an impartial Commiaiion 
be appointed to institnte a fall and searching enquiry into tiie 
wfa(|le snbje<^. 
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period'that is not inconsistent with the financial^ 
req>}irements of your administration.” ^ On the 
30th August, 1877, a Resolution was adopted 
by the House of Commons witliout a* division 
in the following‘terms ; 

“ That, in the opinion of thisTlouse, the dutie.s 
now levied upon cotton manufactures imported 
into India, beftig protective in their nature, are 
contrary to sound commercial policy, and ought 
to he repealed without delay as soon as the 
financial condition of India will permit”. 

In March, 1878, the Finance Member .said in 
the Governor-General’s Legislative Council that 
the Government of India was bound to give 
effect to the principles on which the customs 
legislation of Great Britian was based. These 
principles were; 

“ As regards imports,— 

. (1) that no duty should exist which affords 
protection to native industry, and as a corollary 
‘ that no duty .should be applied to any article 
^ which can be produced at home, without an 
equivalent duty of excise on the home produc¬ 
tion ; also that no duty should be levied except 
for purely fiscal purposes; 

(2) that, as far as possible, the raw materials 

'"AiPieiQifttcb No. 124, dated 22nd August, 1877. 
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ot industry and articles contributing to produc¬ 
tion should be exempt from custpms taxation; 

(3) that duties sliould be applied only to 
articles which yield a revenue of sufficient impor¬ 
tance to justify the interference with trade 
involved by the machinery of collection. 

As regards exports,— 

that duties should be levied on those commo¬ 
dities only in which the exporting country has 
practically a monopoly of prwluction ' 

He added : “ These principles are of general 
application, but, in the case of Jndia, they 
posse.ss a peculiar siguificanee. India is a countey 
of unbounded material resources, but her people 
are a poor people. Its characteristics are great 
power of production, but almost total absence of 
accumulated capital. On this account alone, the 
prosperity of the country essentially depends on 
its being able to secure a large and favourable 
outlet for its surplus produce. But there is a 
special feature in the economic conditions of 
India which renders it a matter of yet more, and 
even of vital importance,—this is the fact that 
her connection with England and the financial 
results of that connection, compel her to send to 
Europe every year about 20 millions .sterling 

' ' Finaocial Statement, 1878-79. 
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worth of her products without receiving in return ^ 
any,direct corntnercial eijuivalcnt. It is this 
excess of exports over imports which, in the 
language of the economists, is described as 
tribute.”' • ’ 

As a first step towards giving eft'ect to the 
policy enjoined by Parliament and the Secretary 
of State, the (lovernment of India exempted those 
coarser qualities of cotton goods with which the 
Indian manufa(;tures were likely to compete 
successfully. This involved considerable financial 
sacrifice, and that in a year of deficit wlien the 
imposition of fresh taxes was found ne(^e.s.sary. 
The duty on foreign raw cotton which had not 
only been regarded as objectionable in principle, 
but had proved entirely unproductive, w’Ss 
removed. A number of minor articles, which 
produced inconsiderable revenue, together with 
■railway materials, were also removed from the 
tariff schedules. 

The relief thus granted to the imported cotton 
goods failed to give satisfaction, and an official 
Commission was appointed to enquire into the 
grievances complained of. In accordance with 
the recommendations of this Commission, Lord 
Lytton, in 1879, decided to exempt from duty all 

Financial Statement, 1878>79. 
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cotton goods contftining no yarn of a‘ higher 
’ numbe'r'than 30s. At the same time, the valu- 
alions were reduced, and it was decided to 
prevent subjection to octroi duty of cotton or 
other goods on through traffic. The majority 
of members of the Viceroy’s Executive Council 
were o^imsed to this reduction. But the 
extraordinary step was taken by. the V'iceroy to 
overrule the Council under the power vested in 
him by law for u.seon (unergent occasions.' The 
objections of the dissenting members were based 
maiidy upon financial considerations. This was 
a time wlicn tl>e finances of the (xovernment 
were in a most deplorable state owing to fhe 
combined effects of war, famine, and loss by 
exchange. Mr. Whitley Stokes, a member of 
the Executive Council of the (Tovcrnor-General, 
in the course of an admirably written Note of 
Dissent, urged scv'on very cogent reasons against 

’ Sc*<*. 41 of the Government of India Act runs thus: “(1) If 
anv difference of opinion arises on anv question brouKht before a 
meotin}; of the (rovemor-Gcnerars Executive Council, the Governor- 
General in Council shall l>e bound by the opinion and decision of 
of the majority of thoao present.” 

(2)“ Provided that whenever any measure is pru}>osud before the 
Oftvemor-Gcneral in Council whereby the safety, tranquility, or 
intoreete of British India, or of any part thereof, are or may be, 
in the judgment of the Oovcmor-Gencral, essentially affected, and 
' bo is of opinion that the measure ought to bo adopted and ehrried 
into execution, or that it ought to be suspended or rejeoted, Ihd the 
majority present at a meeting of the council diasent from ttmt 
opi ion, the Governor-General may, on his Own authority and 
reaponsibility. adopt, suspend or reject the measure, in whole of hi 
part 
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the measure. One of his principal objections was 
that the people of India would be coifvinced 
that fhe step h^d been taken “ .solely in tin? 
interest of Manche.stcr and for the benefit of the 
Conservative party.” “ Of cours(!, ” he added, 
“ the people of India will be wrong; they alway.'s 
must be wrong when they impute* selfish 
motives to the ruling race. ' Neverthele.s,s, the 
evil political results likely to follow from this 
popular convie.tion should not be ignored and 
.should, if possible, l)e avoided.” Hii .also ol)jected 
to the way in which the proposed e.hauge in tlie 
law was cfl'ected, namely, l)y an e.X(a;utive order. 
Tlui power vested in the executive to exempt 
goixls from customs duties was merely intended 
to relieve the Government from tlie useless and 
troublesome fonnality of coming from time to 
time to the Legislature to make petty altera¬ 
tions in the tariff. But the adoption of such 
an important measure as the exemption of 
cotton goods by a mere executive order would, 
Mr, Stokes wrote, “ thus re.sen)ble what lawyers 
call a fraud on the power; and there is, unfortu¬ 
nately, no court of equity to relieve the people 
of India against it.” • 

'Mr. R. C. Dutt’s comment OH thin fmsfWKO is Nery appropriate. 
He says^ “The keen satire of the last sentence qoot^ is not 
excell^ by anything t have ever seen in official literatare”. India 
^ the I (Cfonaft Age^ p. 413. 

* Bee. 23 of the Sea Customs Act, 1878 provides; “ The Gtovemor* 
General may, from time to time. b\‘ notifioation in the Gazette of 
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A.iiothei- dissentient Note was wVltten by 
Mr, K. Tlioin.son, who afterwards l)ecame 
'Lieutenant Governor o'f Benj^il. He opposed 
the measure on various ground.s, and specially 
deprecated it Irecause it hail “•sjl the appearance 
of suixirdinalion of the reasonable claims of the 
Indian * administration to the ncce.ssitics of 
English [lolities.” Sir Alexander Arbiitlmot 
tliought tliat the eircumstanees of the ease were 
of extreme gravit}’, and expre.s.sed the view that 
the adoption of such a course was as “ unwi.se 
and ill-timed " as it was “ destructive of the 
reputation for justice” upon which the prestige 
and political supremacy of the British Govern¬ 
ment in India so greatly depended. Sir Andrew 
Clarke concurred in the Minute of Sir .\lexander 
.Arbuthnot.' 

It is thus clear that the action of the Govern¬ 
ment was not supported even by all the ohicials. 
It is needlo.s.s to say that it was strongly opposed 
by the entire Indian (!Oinmunity. This feeling 
was also shared by the leading repre,seiitative& 
of the European mercantile cohimunity in 

Ipdia, e.Yeiiipt any gotxU imported into, or exported from, British 
India, or into or from, any xpedHed j>ort therein, from the wboJe os 
any imrt of the custoinH duties leviable on such (roods'*. 

‘ Retnrn to an Addreas of the House of Comimms, dated Bth 
1878. 
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India 'Che Mddras Chamber of Commerce was 
of opinion that this was a “ most uusyitable 
time for thinking of facrificiug any of the. 
State’s resources under pressure from interested 
and imperfectly infprmed foreign manufacturers.” 
'file Cliamber of Commerce of Calcutta concluded 
a letter addre.ssed to the Covernor-Geueral with 
the following words; “ It will be a soun^e of 

mortificfrtion and disappointment if it be Jiow 
shown tlnCt the opinions and wants of .sections 
of the people of England have more influence in 
determining the idiaracter of the financial legi.sla- 
’ tion in India than the interested and e.xpre8.sed 
wi.slf of the people under the Government of 
Your Excellency.” 

It is Worthy of note, in this connection that 
the Finance Member showed by reference to the 
trade figures that, although there had been a large 
increa.se in the importation of goods of finer 
quality, the imports of the <mrser goods had 
fallen off considerably. He cxpre.ssed his satis- 
fwition at the great expansion of local industry 
which had taken place, but he added, “8uch 
facts as those which have been stated show 
very plainly the duty incumbent on the Govern¬ 
ment of taking care that the great increMe 
attained in the manufacture of cotton goods by 
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the linliaii mills is not fostered!)}' ctefiaiiee ot 
the fimdamental principles of British commercial 
•policy, or hy improjter rest#ictions on** other 
classes of Her Majesty’s subjects. ” ' 

This reduction was, of, course, heartily 
a])proved by the Secretary of ^tate, but no less 
than .s/)ven members of the Council of India 
were oppo.sed to it.- Sir B. H. Kllis contended 
that “ the, remission deviseil by the \'iceroy in 
opposition to the majority of his Council was 
not ju.stified by the eircumstauces of India at 
the time,” and he observed that “virtually the 
remission 1ms been effected by taxing the 
people of India.” Sir E. Perry wrote : “ I think 
the remission of cotton duties at that period was 
most inopportune, and that the overruling of his 
Council by the Governor-General was unconstitu¬ 
tional and a dangerous precedent for the future 
if allowed to pass unnoticed.” 

On the 4th April, 1879, the House of 
Commons ijas-sed the following resolution : 

“This Hou.se accepts the recent reduction in 
those duties ns a step towards their total abolition 

*Thc Bonilmy Milli- Imil, iluring tho last four yeHi*8, not onir 
inoreasecl thoir exports of yam and picce-jfoods to countri^ 

, by 2H i>©r wnt. and 51 i>er cent, rcspectircly, but had more than 
doubled their exports other parts of India. 

*The (’ounctl of India nas tNumlly dit ided (Ui this ipiestion, anU 
it was earrietl only by the casting' vote of tin* Prt'sidetit. 
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to which Her Majesty’s (•ovcrrimeiit are pledged.” 

All important s^ep was,taken during tliis year, 
lo Tree the internal trade of the country from 
restrictions. The Inland Customs ' Line, which 
was one of the grtflitest reproaches against British 
administration in India, and which liaii often 
been likened to the Great Wall of China. wa.s 
abolished'. The primary object of the erection 
of the barrier W'us to safeguard the levy of 
the duty on salt. But it was also used to safe¬ 
guard the heavy e.vport duty imposed on sugar 
produced in British territories. 'I’he iluty on 
.sugin’ had been abolished in 1878, and now the 
.salt duty was et|uali.sed throughout India with 
some minor e.xee])tion.s. The retention of this 
barritu' was thus no longer necessary. 

In 1880, the Committee of the Bengal Cham¬ 
ber of Commerce, in a letter to the Government 
of India, irointed out the anomaly involved in 
admitting free certain kinds of cotton goods, while 
levying a duty on large quantities of goods of 
almost precisely the .same character in everything 
but name, and the hardship which was caused 

’Thiij Customs liiiic first fonnoct on the frontier of the 
Nwth.Western ProvintVH in It was gmiluHlIy exteuUed until 

it stretched iKij’ond Attock in the extreme north-west, right acroM 
the continent of India over a distance* of about 2,000 miles to 
oeer Oitta<^. It eonaisted of thick rows of hedges, and was an 
alfiinst imponetrabln barrier. 
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not 1^' competition between Lancashire and 
,thc Indian mills but ,“by coiMpetition a*nongst 
Laucashirc inanufactnrers tlicinscivcs, to secure 
the full boncKt of the (lovernment of India’s 
last act. ” Sir .lobn Straclicy Minittcd that the 
state thiiif^s was anomalous and objectionable, 
and be e.Kpre.s,sed the hope that the time was not 
hopelessly distant when the ports of India would 
be thrown open freely to the eommeree of the 
world.' But as this wouhl involve considerable 
lo,ss of revi'iine, .some other sonre<‘ of income bad 
to be found. He rejeeted in this connection the 
proposal of a reciprocity between Kngland*and 
India as ■■nnsonml in theory, and inipo.s,siblo 
in piaetiee. ' 

On the ((uestion of the e.'iiant duty on indigo, 
the Finance .Memhi'r liehl a reasouabhr view. He 
Was warned by the fate which bird overtaken the 
trade in saltpetre, and he considered the danger 
of competition from itnligo of Ceirtral America 
and chemietdly prepareil substitutes as real. This 
duty, r»s well as the one on lac, the trade in 
which had been iit a depre.sse(l condition, was 
abolhshed. 

In 1882 , the tinaucial jxrsition of the country 
improved, and the opportunity was taken to 

* Pinaiicia) Statement, 1880>81. 
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abolish tSfe whole of the cotton dflties and of the 
general import duties. Only the spt'ciaUduties, 
namely, tho.se on wiife, .spirits, and li({Uoi'st 
remained; and so did the ’duties on arms and 
ammunition, salt •and opium. This, according 
to Sir E. Baring, was the form which a remission 
of taxation might “most lieiietieially assume." 
The net loss of revenue involved in this aboli¬ 
tion amounted to .t 1.108,000. But he regarded 
the measure as most beneficial to India, ami 
ob.served ; “ ,\s an ineideiit of her c()nnection 

with England, India has a right to profit from 
Engli.sh experience and English economic history. 
That experience and that history show that by 
the adoption of free tradi' a country henelits, 
indeed, all the world, but more specially bmiefits 
itself.”* If there be people who would feel imdined 
to read English history in a ditferent light and 
refuse to accept the dictum of the Indian Klnance 
Member, they would, of course, deserve the 
severest censure foi' their perversity. 

In the eoui-se of the dismission of the- matter 
in the Legislative Council of the Governor- 
General, Maharaja Jatindra Mohan Tagore, an 
ultra-loyalist, and- one who was proud to wear 
the decorations bestowed on him by a lienign 

^Fiiutnoml Statement, Kir Krelrn Uni^nir eftenranla 

beeame famoas as Lord Cromer. 
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(ioveniinetit, regretted tliat the interested cry 
of Matiehe.ster carried greater weight with 
Uie (ioverninent tliaii justice ‘to the millions 
eiitru.stisl to their care. Ho al.so oli.served : 
“ As to free trade, it might Ua all verv well in 
theory, but it must l»e liorne in mind that 
lingland* witli her advanced notions in eommer- 
oial matters, had not yet lieen a,l)le to introdu(;e 
it in practic,(' In tlie trade of the countrv with 
(xreat Britain, while Indian goods should continue 
to pay duties to swell tlie large revenue of tlic 
latter, that t his poor country should .sacriliee any 
portion of her limited resources for the .sake of a 
theory was what, he must, frankly confess, did not 
commend itself to X.-itive thoughts and idea.s.”' 

riius (dosed an important ( hapter in the fiscal 
history of India. .As regards the actual ett'ect of 
this abolition on local industrv. .Major Baring .said 
in 1883 that it did not in any way affect Indian 
mills. But Indian opinion was alm()st un- 
animou.s in holding that the remission of the 
duty helped to check the .speedy development 
of the cotton industry in India. 

§ 3. (1883-18l)(;.) 

There were no changes of any importance in 
the tariff for several years after 1883. The 

' I He I’nicooiliiiKS. Virxinn ’s Lc-xialal ivn Council, 1S82. 
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iinprovetoeiit* whidh Imd shown itself in the 
financial position of the (jountry did fiot last ' 
long* A deficit*o(!euired in 1884, and there weftj 
si'veral other deficits in snl)se(]nent years. The 
(lovernnient weit* only enabled to make their 
two ends meet with the liel)) of additional 
ta.itation. Besides other taxes, there wa.^ a duty 
on petroleum in 1888. The salt <luty was 
eidianeed in the .same year, and, next year, the 
duty on imported spirits was rai.sed. The finan¬ 
cial clitti<‘.nlties of the Government were due to 
the combined ett'eets of war and the fall in the 
gold value of silver. Aft<'r a sliort .spell of 
buSyaney, the situation lieeame again aoute in 
189'.J. Iti 18ii;t-94. there was a deficit of 1^ 
erores, and in the following year, Bir James 
We.stland was faced with a deficit of no less than 
erores. lie, therefore, proposial to suspend 
the Famine Insurama' Grant for the time and 
to call upon the Provincial Governments for 
contributions. Hut as the.se measures were not 
likely to meet the full amount of the deficit, he 
was obliged to bring forward a proposal fot 
levying general import duties at the rate of 
5 per. cent. ’I'he Secretary of State accepted 
the projjosal, but refused to .siinctiou the inclusion 
of cotton yarn or cotton fabrics among the 
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articIcM fleolared Halile tx) duty. Six members 
of the Obuncdl of India, liowever, e.xpre.ssed their 
dissent from this decision of tie Soeretavy of 
State', Sir (jliailcs l^yall wrote in his minute of 
di.s.sent; “Hitherto, wlieuevef, inijxut duties 
have tieeii generally imposed in India, the 
schedule *has included <-otton goods, and 1 do not 
think that their speeial exclusion can be defended 
on econouiie grounds, having regard to the 
existing situation of the Indian linances. 'I'he 
cotton duties havi' lu'vi'r lieen imposed in India 
for protective jnirpo.ses." Dni-ing the debates in 
the Le,gislati\e (hnneil. seveial members inclinl- 
ing Mr. Patrick Playfair, hr. Hash Behary 
Ghosh, Sir (Iritiith Kvaiis, Mr. Pazulbhai V’ishram, 
Mr. (1, Ghitnavis. the Maharaja of harbhaiiga, 
and the .Maharaja of .\yodh\a urged the inclusion 
of cotton giMxls in the li.st of articles .subjected 
to duty. • Mr. Plat'fair voiced the unanimous 
opinion of India when he said ; “ It is impos,sible 

to deny that there is a growing feeling in this 
country that Imlia's interests are being sub¬ 
ordinated to Lombard Street on the one hand and 
Manchester on the other. It is believed that 

* The ilisRentiiiK iHomberx were A. J. Arbuthnut, A. AliBon, 
D. M. Stewart, H. RawliHWn, C. A. Turner, ami A. C. Lyall^ 

* Vide Proceedings of the Indian Legislative Council, Mandi 
10,1 **94. It is interesting to note that the exemption was <»ppoiwi 

all the Indian members tc^ther with two European membonig 
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through the influence of the former tl^e Empire, 
has* been macfe to fe§l, to the full, the efft^ts 
of the fall in the value of the silver, without 
being accorded, the liberty to deal with the 
situation as a'\)pears to be in her best inter¬ 
ests, and that thiougli dictation on tjie part of 
the latter, shi' is now forbidden to find for her¬ 


self a way out of a ditlienlty by imposing taxes 
upon herself.” Even Mr. C. ('. Stevens, a 
high (ioveriiniinit olticial, who noi long after¬ 
wards ro.se to the position of .Acting bientenant- 
Goveruor of llengal. expressed his di.sappoint- 
n»ent that a ‘ just, im|)artial and reasonable 
method of increasing tin' revenue” was not 
adopted.' Sir (irittith - Evans considered the 
matter “so scandalous " that he.thought it his 
duty to protest against it in the strongest terms.* 
But the Government were unable to accept 

* Mr. . “ Tlif imivcrwil (umI 

iiKMit «ii«l Hiiicorc, mnl onnnttt Ik* in'tli wiifcty,” 

Pi'ocet'tluijfK of I hr (Tovt*rnor.(Jom*rnrx lA'jriHluti'r (‘oiihfil, 

Mftrch. I8»4 

lUiHcriU'd tlio |M»8itioM of the Fiiiann- in thcM* 

wordM: “ When wo h"!!!! the Finaticinl MoihIkt when wo see « man 
of hia^mapand power jrrovellinjf in the tliiaf linajm of the third 
achodulo for ^dah mawa' HiuPaharka' fhiit to meet n defleit of 
crorw, wo feel very much like what the ancient Annyrmna muat have 
felt when they raw Xebuchadnazar jroint; on all fourM and oatiiifr 
graea under the compnlaion of the Higher Fowerx. U is a pitiable 
speetaclo.'* Ibid. 

On the ocoaaiou of the discuraUm of the Financial Ktfttement for 
1894-95, Sir Griffith Rvans described the exemption of cotton 
gooda M “inequitable in action os well aa inadequate in reenlt." 
Proceedinga, Iforch 27, 
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suggestions of the members in view of the 
attjtucle of tlie Seeretai^y of State and the 
British Parliament. Various [jublic bodies, 
representing both Indians and Europeans, and 
including the (Chambers of (loibmeree, made 
representation-, to ibe <!overnnienl, protesting 
against siieb exclusion. Public, meetings were 
also held in various parts of the country with the 
.same object. But the Taritt' Bill was |)assed in 
the form in which it was introduced. .Agitation, 
however, conliuue<l, and the Huancial situation of 
the (lovernment showed no signs of improve¬ 
ment. On the :Ust May, IHP4, the Secretary of 
State sent a Oespatcli to the Oovcrnor-Oeneral 
in (V)uncil. in which he dhserved : " If, however, 
your Ooveriinient should lie foreeil again to 
eon.sider the iptestion of imposing duties on cotton 
manufactures, it will be reepdsite to ascertain 
what elas.ses of imported cotton goods c,uue into 
competition with Indian manufactures of the 
.same kind. .Vmong imported cotton goods, there 
will probabh’ b(> some e.la.sses of goorls which 
directly compete with goorls produced in India, 
.some which partly compete, and some w'hich 
practicadly do not compete at all. It would be for 
your (lOvernment, after full eiujuiry, to decide 
how far you could distinguish between thetse 
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three oltsses’of imported cotton ^oods ; and then 
to consider by what measures you could deprive* 
Rny«dutie8, thaJ might be imposed, of a proteetiV-e 
eharacter. This object would be obtained either 
I)y exempting from duty those classes of imported 
goods wliicli clearly and directly compete with 
India)i manufactures, or by levying on flie latter 
an excise duty^eijuivalcnt to the import duty on 
corresponding goods from abroad.”' 

In their reply to this Despatch, the (Jovern- 
ment of India expressed their readiness to accept 
an excise duty as a solution of the ditticulty, 
and forwarded a Minute by Sir. .1. Westland in 
which he recomniende<l the imposition of import 
duties at the rate of 

(d) 0 per cent, ad valorem on all cotton 
piece-goods; 

(h) '5.1 per cent, ad valorem on all (totton 
yarn of counts al)ove 24 . 
and (rj an excise duty of 3i per cent, ad 
valorem on all machine-made cotton 
yarn," profluced at mills in British 
India of counts above 24. 
Indian-made picc<!-goods would thus pay 
exci.se duty on the yarn of which they were 
woven, whenever such yarn was finer than 20. 

^Parliamcntarj Pa|>er, 7WSU 
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Sir Henry Fowler iiecepted the’se proposals 
with two ameiidments, iminely, thiit*the rate of 
iinjxnt duty on yarn slio>rld he 6 per eent.,i«nd 
that till- duty on yarn slionld heftin with <ounts 
aliove 20. T]ie>e propo,sal.s were embodied in 
llill.s and phieed l)et’ore tile Lejiislative (,'onneil of 
the (i(i\'e|;nor-(ieneral in December, 1804. 

The proposal to levy an excise duty was 
opposed by th(“ Bombay Mill-Owuicrs A.ssociation 
and the Beiiyal Chamber of Commeree and 
other public bodies. Sir (Irithth Evans, Sir 
Patrick Playfair, Mr. Fazulbhai Vishram and 
.several other members prote.sted against the 
levy of an exei.se duty'. But Sir •lames We.stland 
told the Council that the measure '‘was reeoib- 
mendeil to us by superior order- and orders 
which we are obliged to obey. ' 

' of Oh- (iDNcvnor-luMn'ml'-s l^cyMniivc Council. 

Kvinif4 ro^'iii’<lc»l tlic c\cts4‘iluiy uh*‘oncrou-'4, un|irotttnblc, 
mill liumsKiiij; to tnolc inu! lie tlmu;fhi ii<< sutHckuit cjim* hud Ih'oii 
imnlp out I'oF the lm^^o^itntIl of iliis* cxctNc ’ Sir P. Playfuir sukl ; “ In 
itwdf tl will he ivirardi'd ti8 pcmicioin. or to take the mildest liow, 
not of iv\4‘nu«‘ or cc<n»f*m_\ uml as n principle “ it may 

take iiwny from thi'- Conncil all hhIcjm'iuIi'iui* and its rcproseiitativo 
ohameUM-’. 

Mr. FiixtiUdiHi Vishmm nioM’d an amciidmcnt to Huhstitutc ‘24* 
for *20’, nml it was snjtiiorted hy alj the Indmii niombers and 

two EiiropeHii inomU'rs, it was Itwt Mr. C. C. Stcroiis 8])okc in 
fftvonr of tim nmondment. hut rcfraimal fnim voting. 

^8ir Janies Westland added: “I freely admit that it is becansethe 
Secretary of State, or rather Her Majesty's Ministers, haix laid upon 
US the condition of aoeompanyin^ that measure with a tneasure for 
excise duties, that we have brought forward this bill.” 

The duties of the members of th« Lejfislalive Council were inci*" 
dentally discussed on this uccasinn. Sir Griffith Krans remarkedU 
that when the Legislative Council met, all mombers wore at liberty 
to look at any matter from a purely* indejiendent point of riew. 
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The *dbnoession of a duty ou yarn did not 
satisfy the cotton manufacturers of Manchester, 
but only egged them *on to further demands. 
On the 2l8t February, 1895, during’a debate in 
the House of Cevumon.s concerning Indian cotton 
duties, the Secretary of State gave tlie |)ledge 
that, if the duties could be |)roved to Live laid 
any protective ebaracter. Her Majesty’s Goiern- 
ment would, in concert with the Ooiernment 
of India, consider the matter with a view to 
avoiding “protective injirstice. ” Seveial repre¬ 
sentations were made to the Secretai v of State, 
and in December, 1895, an influential de])ntation 
of Luncasbire operatives, employees, and M.P.'s, 
and of the Scotch dyers and printers, waited upon 
Lord George Hamilton. The new Seeiagar)' of 
State showeil bim.self even more sympathetic 
than bis preileees.sor to the claims of .Manebester, 
and he assured the deputation of In’s brin re,solve 

But Sir JamoH Wt'KtlniMi Haiti: “Tiuii iiui} Ik* tin- fiixo v\ ith nicnibcrs 
of the Councti who an* not uiw» iM(*inlK*rH of flu* tiovermiient, hat 
I tlo not know any fomi<lflti<*n for flo* thetir}’ that, when y«iur 
Rxcdionin* calls totrether the atlflitioiiHl memberK of Council to 
adWno the Govomment, the fioveniment thereby aeqaires an 
authority which, in other resiiectH, It iloes not poHsenH. The orders 
of the Secretary’ of Ktate, thoairh they may not be a iiufficicnt ex< 
enw for tile A<lditioTjRi memberH of ihiH Council eotiiiir airainst what 
i« reocnnincnded to a*, yet are snificient for ns who are methbera of 
the Execative Coancil, and who excrciac oar jxnver not by any 
Mithority of oar own, or in oar own name, bat In the name of Her 
Majeaiy.** Proceedlnga of the Le^iHkitive Graneil, 20th and 27tih 
I^^mber, 1804. 
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to accord to them “ perfect equality of treat¬ 
ment. ” Telegraphic communic^tioiis between 
the Secretary of State and the Viceroy followed, 
and, in February, 18!)6, two Bills were passed 
in the teeth of non-otticial opposition both in 
and outside tlie Council, liy which a direct 
excise duty of 8^ per (rent, was levied on all 
cotton pie(!e-goods woven b}’ tile Indian mills, 
the import duty of 5 per cent, was reduced to 3-^ 
per cent., and all duty on } avn, whether ini[)orted 
or manufactured, was abandoiual.' 

It is worthy (if note that, when the matter 
went to the Council of India, two of its meml)ers 
took strong exception to the measures that had 
been just enacted. Sir .fames Peilc protested 
against the subjection of the whole of the Indian 
mill cloth to excise. He did not think that this 
excise was countervailing, for the Indian mill cloth 
co-existed, but did not compete, with the 
Lanea.shire tine goods, and he concluded his Note 
with the significant observation: “ I desire to 

relieve myself from all responsibility for leaving 
to their operation Acts which I regard as not 
logically defensible, and therefore politically 

’ Frooco<)inK<' Indian Coinidi, Junuar)' and 

February, IH96. The view8 of the various (.haniberp of Commerce 
and other public bodies and the opinioue cxprcFscd nt public 
meotinjTS are to Iv fovmd in Parliatnentarv Paper N<». 8078 (of 
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unwkfc”'* Snfc iyexaoder Arbathnofc expoesseii 
iiis entile oonounr^noe in the opinion of Si/Jamee 
Peile. * 

Thus ended the second stage in the eontroversy 
over duties on eofton goods. But it was not tlw 
final solution of the question. The bitterness of 
public feeling did not subside with the fapee of 
time. So far, ho.wever, as the Government was 
concerned, the matter was not re-opened till 
twenty years had elapsed from this date. 

§4. (1897-1914.) 

No further alterations were made in the tarilf 
till 1899, when Sir .James Westland proposed to 
open an entirely new chapter in the fi,scal history 
of India'l The object of the Bill, which he 
introduced, was to confer on the Government the 
power to impose countervailing duties in the ca.sc 
of bounty-fed sugar imported from European 
countries. These duties were to be in addition 
to the ordinary tariff, and the rates were to be 
equal to the amounts of bounties which were 
granted by foreign nations’*. With regard to 

* Parlhunentaiy Papor.229 of 1896. 

*Mr. P. Ananda Charln weloomotl the bill, and fiaid: ** I cotiaitder 
it to mark a very important epoch by way of a departan in the 
flacal legislation of this conntry.” tide Proceedings at the 
Oovemf^-General's L^islatiTo Council, 1899. 

James WestUmd pointed out, the Bill was copied in ite 
wotdihg from the United States Act of 1897. There was, however, 
a diffeiwoe. In the United States, the Act impoeed the dnt^, bat 
G 



98 FISCAL POLICY IN INDIA 

the principle of the Bill, Sir James Westland said 
that il was not a measure ^hich condemned 
the action of foreigh countries in putting 
bounties oft tlieir sugar. He added : “ We only 

wish to protc<!t our own industry, and we claim 
the same right to preserve our industry in this 
country as foreign nations no doubt claim to 
preserve and encourage the sugar industry and 
sugar e.ultivation in tlieir own territories. ” 

This was really a measure of defence, but the 
acceptance of the principle of protection was, 
indeed, a marked departure from the policy so 
far pursued by the Government of India. Of 
course, there was in this case no conflict of 
interests between England and India. On the 
other hand, here was an opportunity not only for 
benefiting some of the English Colonies but 
also opposing, in an indirect manner, the economic 
policy of two of the most powerful continenfal 
nations. If. has also been a matter of doubt 
whether the initiative in this measure was taken 
by the Government of Iinlia or whether the 
policy was enjoined by the Government of 
England “with Imperial, rather than Indian,' 
objects in view.”' 

tho Exmitivc WM given the power to proscribe the rules. In this 
duu the Iiidinii Ijogislature gavo power to tho Exocntive Govern* 
ment to iinposo tho noctissary duties as well as to Isy down the 
rales aixl regulations. 

' J. W. Hoot, Trade Heintions of tho British Empire, p. 102. 
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The imposition of the duty, however, did not 
produce the expicted result, and the imports of 
beet-sugar continued to increase. The reason was 
that, in addition to the bounties granted by the 
Governments, sugar produced in Austro-Hungary 
and in Germany enjoyed other bounties ercated 
by the operation- of tlie kartel system. Tliese 
kartels made latgc profits on the sugar sold 
at home, which enabled them to export the 
surplus produce at very low prie(!s, even below 
the cost of production. ' In .1902, therefore, 
additional duties on German ami .\ustro- 
Hungarian sugar, at Rs. 2-19-9 and Rs. 9-3-9 
per cwt. respectively, vv(;re imposed.’ It was 
originally intended that this pro^■isioll was to 
ex])ire on the 31st August, 1903, but the period 
was subsequently extended. 

During the next few years, no changes were 
made in the tariff, except increases in the duties 
on liquors and reductions in the .salt tax. In 
1910, the shrinkage in the opium revenue and 
the necessity for aiding the bankrupt Government 
of Eastern Bengal and Assam corajrelled Sir Guy 

' Mr, M. C. Turner pointed out, in the (*ounic of the debate on the 
subject in the Legislative Council, that there were other indirect 
bounti^, Nuch as preferential rates in the matter of sea and rail 
carriage. Vide Council Proceedings, 1902. 

’These rates were in accordance with the principles laid down in 
the Brussels Convention of 1901. 
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Fleeti^ood Wilson to propose truution. 

,Th€ oustomB duties on liqoons, tobacco, sAtbot, 
and petroleum were raised. The Finanee 
Member disclaimed the slightest inclinatkm 
towards a protective customs- tariff. He ako 
expresijed the hope that he would not be 
“charged with framing a Swadeshi budget.” 
But a very vigorous agitatton was started, 
immediately after the pa.ssing of these taeasures, 
on behalf of the tobacco trade in England wifi 
the result that, in the following year, the Finance 
Member was compelled to reduce the duty on 
imported tobacco by one-third. In order to 
make up for the loss of revenue, the duty on 
petroleum, an article of necessity for the poorer 
classes of the [wpulation, was further increased.* 
During this period of over fifty years, India 
was compelled to follow the principle of free 
trade, ostensibly on the ground of theory, but 
really for the benefit of England, and in opposi¬ 
tion to the wishes not only of the people, but, 
sometimes, of the Government of India. She 
was not allowed to develop any industrial 
enterprise if it happened to come in competition, 

^ These proposals were stroi^lj uppuaed by the non-oficU , 
members, particularly by Mr. M. Raque aiul Mr. G. K. GolthaJat 
they were oarrtad by an official majority. Vide Prooeedinga the 
Radian Legislative Council, 1912. 
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even in a remote and indirect way, wifh any 
Engliah industry? This unjust treatment accord¬ 
ed to India, while she was in a position of 
helpless political (jepeiidence upon England, was 
often the subject flf adverse comment at the hands 
of fair-minded Englishmen. Dr. Cunningham^ 
for instance, wrote, “ Ireland and India have 
been forced, under (compulsion, to submit to 
free trade without being consulted, and for the 
sake of English intere.sts; in both tlie.se cases, 
economic dis,satisfaction is msociated with 
political unrest.”' Nor did it escape the observa¬ 
tion of foreigners. Fuchs, a (ierman economist, 
said: “ It is King Cotton—-the industry of 
Lancashire -whose interest.s have been most to 
the front."' 

' The case agaiimt Free Trade, p. H7 

*Tmde Policy of Great Britain, p 272. 



CHAPTER IV 

IHK MXCAI. SYSTEM OE THE WAR PERIOD 
AND AFTER 
§ I. (1914-l‘)19.) 

Oil the ev(! of the European War of 1914, 
India was in a fairly satisfactory financial posi¬ 
tion. But no .sooner did lio.stilities commence 
than the impact wa.s felt in India, situated though 
she was many thousand miles from the theatre 
of operations. The Government were able, how¬ 
ever, to meet the financial strain without resort 
to fresh taxation for the first year and a half of 
the war. But as the deficiency in the revenue 
tended to a.s8unie a more or le.ss abiding eharaeter, 
additional taxation became necessary. In 1916, 
an augmentation of revenue was sought to be 
obtained from various .sources, including customs. 
The general import duty was raised from !> to 7i 
per cent, nd valorem, the duty on sugar was in¬ 
creased to 10 per cent., that on iron and steel to 
2^ per cent., and on other metals to 7^ percent. 
102 
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The free list was considerably curtailed, and 
soraetof the arti<|les which had previously been 
imported free were now Jiubjected to a duty of 
percent., while others were te.xed at 7^ per 
cent. The special dutic.s on arms, liquors, 

tobacco, and .silver manufacture.s were also con¬ 
siderably enhanced. The .salt duty was’ raised 
from Re. 1 to Rs. per mauud. Finally, an 
e.xport duty wa.s levied on two important staples, 
namely, jute and ten. The duty on cotton goods, 
however, wa.s left untouched. Anticipating an 
adverse comment on this policy of partial treat¬ 
ment, Sir William Meyer said: “ Well, the 
Government of India have not failed to represent 
their view that there should be a material in- 
crea.se in the cotton import dutic.s, while the 
cotton exci,se, which has formed the subject of 
such wide-spread criticism in this country, should 
be left unenhanced, subject to the pos.sil)ility of 
its being altogether abolished when financial 
circumstances are more favourable. Hut His 
Majesty’s Government, who have to consider the 
position from a wider stand-point, felt that the 
raising of this question at the present time 
would be mofst unfortunate, as it would provoke 
a revival of old controversies at a time when 
they specially desired to avoid all contentions 
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questions, both here and in England, and might 
prejudice the ultimate settlement of the .larger 
issues raised by the war. His Majesty’s Govern¬ 
ment feel fliat tlie fiscal relationship of all parts 
of the Empire as between one anotlier and the 
rest of the world must be reconsidered after the 
war, and they desire to leave the question raised 
by the cotton duties to be eoiisidered then, in 
connection with the general fiscal policy which 
may be thought best for the Empire, and the 
share, military and finanidal, that has biien taken 
by India in the pre.sent struggle.”' 

'I'he ])ropo.sals for incrt.asing the customs duties 
met with the approval of the Indian Legislative 
Council. The only objection which was taken 
was with regard to the .salt duty. As for the 
exclusion of cotton goods from the additional 
burden, although the action of the Government 
gave ri.se to keen di.sappointment, the explana¬ 
tion offered by the Finance Member went some 
way towards disarming criticism. Almost all 
the non-ofticial members of the Council gave 
expression to the sense of injustice which had 
been done to India by the partiality shown to 
the cotton manufacturers of England. Many of 
them, however, were unwilling to embarrass tbA 

. * Financial Statement, 1916-17. 
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QovernmW st a critical moment. But Sir 
Ibrahim Rshimtpola moved an amendnfent for 
raising the per cent.* import duty on cottoll 
goofls to 6 per cent. In the course of his speech 
on the .subject,,he .said: “It appears to me 
that it is rather liard that when tlie Government 
of India wa:ut the revenue, when tlie country is 
willing to agree to give them that additional 
revenue from a .source which is agreeable to 
themselves, that they should l)e debarred from 
doing so, and in that way nece.ssitate the proposal 
for the increased salt tax.”' 

In May, 1916, an Industrial Conimissiou was 
appointed by the Government of India, but, 
strangely enough, the tarifl'cjuestion was especially 
excluded from the scope of its enquiries. In the 
following year, the financial stress of the war 
increased, which necessitated further taxation. 
Various steps were taken to improve the revenue, 
and customs came in once more for their share in 
the scheme. The export duty on jute, both raw 
and manufactured, was doubled. The import 
duty on cotton goods was fixed at 7^ per cent., 
which was the general tariff rate, but the excise 
duty on cotton was left st 3^ per cent. Of 
eottise, tins last measure was taken with the 

^ ProoMdings of the Indian Legislaitre CooBcIi, 1916. 
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sanction of the Government of Englan3* which 
was accbrded to enable India to i^^ake an adequate 
dontribution towards the expenses of the war. 
The proposal was welcomed by the non-official 
members of the Indian Legislative Council.' 

S 2. (1!) 19-1922). 

In Sejitember, 1919, the Government of India 
introduced a Bill which sought to impo,se an 
export duty of 15 per cent, on hides and skins, 
exported to any part of the Empire. The object 
was to en.surc that the hides and skins of India 
should be converted into fully tanned leather or 
articles of haither .so far as po.s.sihle in India, and 
failing this in other parts of the Empire, instead 
of being exported in a raw state for manufacture 
in foreign countrie.s. In the course of his speech 
introducing the Bill, Sir George Barnes, the 
Commen-c Member, said that, before' the war, the 
hide traile had been monopolised by the Germans, 
and the tanning industry of India had been of 
comparative insignificance, hut great changes 
were brought about by the war. “ We want,” 
Sir George added, “ to keep this industry alive, 

‘ One member saul: " The principles of taxation devised in the 
Bill is a distinct indimtion of the sijfn that the Government is 
more and moro in touch with tho popular opinion, and that it baa 
come to the conclusion that its future policy in the matter of taxa* 
tion shall be, as far as practicable, in the direction of a well consi* 
dered system of protective tarifT .”—Speech of the Hon. Mr. M. B. 
Dadnhhoy in the IjegMoHve Council, 7th March, 19t7. 
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and we brieve that in this ease protection in the 
shape of a 15 p#r cent, duty is justifiable and 
effective But, in reAlity, tlie (lovernmenf 
wanted to kill two bird.s with one Stone. The 
second object wjiich the Government had in 
view was described by the Member in cliarge 
of the Bill in those words: “ Though*Indian 
tanneries have enormously increa.sed in number 
during the past three years, they can only deal 
with a comparatively small proportion of the raw 
hides and .skins which India produces, and it is 
to the advantage of India and the security of 
the Empire generally that this large surplus 
.should, .so far as po,ssible, be tanned within the 
Empire, and with this end in view the Bill 
proposes a 10 per cent, rebate in lespect of 
hides and skins c.Kportefl to any place within 
the Empire.”' Sir George Barnes did not, how- 
e\{pr, make it clear how the manufacture into 
leather of hides in a country within the Empire 
but outside of India could be of advantage to 
India herself. Nor did he .say which of the two 
objects mentioned by him was regarded by the 
Government as the more important. 

The first part of the Bill was welcomed by the 
Indian, as well as the European, members of the 

‘ ProoeedingR of the Indian Legialatire Council, September, 1919. 
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Oouneil. Mr. W. E. Cram supported t^e BUI m 
behalf of the Bengal Chamber of Commerce, and, 
lb doing so, he reminded the Council that, as 
long ago as‘1917, a Conference of the Chambers 
of Commerce had recommended that “any 
industries winch can be regarded as key industries 
should be supported." ' Pandit Madan Mohan 
Malaviya, while supporting the export duty of 15 
per cent., .saw no justification for the other 
proposal, namely, the grant of a rebate of 10 
per cent. Another non-otiicial member of the 
Council, Mr. B. N. Sarma, congratulated the 
Government most heartily upon the departure 
from the economic policy which had so far been 
pursued by it, but moved an amendment to 
delete the second [>art of the Bill on the ground 
that it rai.sed, in an indirect manner, a large and 
important ({uestion, namely, the question of 
preference between the various parts of the 
Empire. To this objection Sir George Barnes 
replied that the rebate was not proposed, as 
part of any general scheme of Imperial Pre¬ 
ference.^ 

In their Report on Indian Constitutional Re¬ 
forms, Mr. Montagu and Lord Chelmsford 
incidentally referred to the question of Indian 

^ Ptoceedingt of the Indian Legislative ConneiL March, 1M9. 

Whid. 
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iisoal Thej aaid, “ Educated pdUic 

opinion ardently deaires a tariff. It ’rightlf 
wisfaee to find another substantial base than tha^ 
of the land for Indian revenues, and it turns to 
tariflF to provide fine. Desiring industries which 
will give him Inditvn-made clothes to wear and 
Indian-made articles to use, the educated Indian 
looks to the example of other couutrie.s which 
have relied on tariffs, and seizes on the admission 
of even free traders that for the nourishment of 
nascent industries a tariff is permissible ... He 
believes that as long as we continue to decide 
for him we shall decide in the interests of 
England and not according to his own wishes; 
and he [mints to the debate in the Hou.sc of 
Commons on the differentiation of the cotton 
excise in support of his contention.” 

The .Joint Select Committee a[)poii\ted by 
Parliament to consider the Government of India 
Bill of 1910 recommended the ([uestion of tlie 
tariff as a “special case of non-intervention.” 
“Nothing,” they said, “is more likely to 
endanger the good relations between India and 
Great Britain than a belief that India’s fiscal 
policy is dictated from Whitehall in the interests 
of the trade of Great Britain. That such a belief 
exists at the pre.sent moment there can be no 
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doubt. That there ought to be no room for it in 
the future i.s equally clear. India’s position in 
the Imperial Confereilce opened the door to 
negotiation* between India and the rest of the 
Empire, but negotiation withoutpwer to legislate 
is likely to remain ineffective. A satisfactory 
solution of the question ('an only be guaranteed 
by the grant of liberty to the (Jovernment to 
devise, tho.se tariff' arrangements which seem best 
fitted to India’s needs as an integral portion of 
the, British Empire. It cannot be guaranteed by 
statute witliont limiting the power of veto which 
rests in tlie (’rown ; and neitlier of these limita¬ 
tions finds a place in any of the. .statutes in the 
British Empire, It can only, therefore, be 
a,ssur(!d by an acknowledgment of a convention. 
Whatever he, the right liscal policy for India, for 
the needs of her consumei's as well as her 
manufacturers, it is quite clear that she should 
have the same liberty to consider her interests as 
(Ireat Britain, Australia, New Zeidand, Canada 
and South Africa. In the o|)inion of the 
Committee, therefore, the Secretary of State 
should, as far as possible, avoid interference on 
this subject when the Government of India and 
its Legislature are in agreement, and they think 
that his intervention, when it does take place, 
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should be limited to safeguiirding the interna¬ 
tional^ obligations of the Empire or any fiscal 
arrangements within th^ Empire to which His 
Majesty’s Qovernmeiit is a party." ' * 

Lord Cui zoii endorsed this view when, speaking 
in support of the third reading of the Bill in the 
House of Lords, he observed: “For the first 
time a responsible and reprc.sentativ(‘ British 
Committee, charged with shaping a government 
for India, have eonee,de<l to India almost absolute 
freedom of fiscal policy, 'I’hey have laid down 
the policy and the, principle that she ought to 
be free to e.voreise, in respect of her tariffs, and 
.so on, the .same degree of liberty as is enjoyed by 
the great Dominions of the (,hown. This is a 
change *so fundamental and fraught with such 
stupendous con^ecpienees that 1 am amazed at the 
little attention it has attracted in this country.”'^ 
These expre.ssions are so clear and emphatic that 
there could not be the slightest doubt as to the 
intentions of Paijiament as well as of the 

* Report of the Joint Select CorninittiN- of Porliaiiiciit, p. 11, 

^Lord Curzon udiloH : "it in a Ntartinf;')H>nit to a future career 
in the growth of aelf^goveming inNtitutioiia in India the importance 
of which cannot be exaggeratett. 1 uni the IhM to conipiain of it, 
becauac in alt the controvertiica about (lioNe C'ott<iu Duties, und to 
on, I have always fought the Irnttles of India. Therefore, I am 
delighted to aee tny views and thoonea prevail.” Del«te in the 
House of Lorrls, Dec. IH. IH19. I o/e I*. Uiikherji, //uitan Cojtjtftfu- 
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Bxeoutive Govemmeot of England in’regaid to 
this suljject. 

In 1921, the Govemtnent of India were faced 
with a large deficit.* The Finance ^dember was 
thug obliged to bring forward fre.sh proposals for 
taxation. Among otlier measures, he proposed 
a large addition to the customs tariff. In the 
first place, he proposed to inci'ease the general 
ad mlorem duty of 7^ per cent, to 11 per cent., 
except in the ca.se of matches and certain articles 
of luxury, but inclusive of cotton manufactures. 
The excise duty on cotton was to be left at 
per cent. He estimated that this measure would 
produce an additional revenue of Rs. 384 lakhs. 
This measure was, of course, proposed after a 
previous reference to His Maje.sty’s Government 
in order to make it clear to them that the sole 
object of the Government of India was the 
production of additional revenue, and that they 
had no ulterior motive of a protective or any 
other kind. “ It would,” ssaid Sir Malcolm 
Hailey, “ ill become this country, at a time when 
the senior partner of the Empire, upon whom 
fell by far the severest burden of the war, both 
ib blood and money, is anxiously endeavouring 

*Thw was doe to TAriotis canses, the principa} odes hemg 
the exchange difficnltr and increased militair expenditure. 
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to face iBe most acute problems of unemploy¬ 
ment and trade ^listress, to requite the services 
which *Great Britain has*rendered to the rest of’ 
the Empire, including India, by taking the first 
opportunity to introduce a measure of protec¬ 
tion against her manufactures. We made it 
clear, therefore, that it is solely our filiancial 
necessities, and no new departure of fiscal policy, 
which have obliged us to propose to the legisla¬ 
ture this particular mca.sure. We trust that our 
fellow-subjects in the United Kingdom will 
, appreciate this and will acquit the Indian Govern¬ 
ment and Legislature of any desire to use their 
newly conferred liberty of action to injure the 
country whicji only a year ago conferred that 
liberty upon them.”' 

In view of the advantage which was thus to 
be gained by the weaving and spinning mills, 
the concession of the free import of machinery 
and stores re(juired for u.se in the.se mills was 
withdrawn, and most of such articles were made 
liable to duty at 2^ per cent. 

The second customs measure propo.sed by the 
Finance Member was the levy on matches of a 
specific import duty of 12 annas per gross boxes 
in place of the ad valorem duty of 7^ per cent. 

^Fhumciftl Statemont, 1921-22. 

H 
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His third proposal was an increase of doty on 
liquors. The fourth measure#was the raising 
•*of the general ad valorem, duty of 7^ per cent, to 
20 per ceilt. in the ca.se of certain articles of 
luxury, such as motor-cars, piotor-cycles and 
tyres (excluding lorries), silk piece-goods, fire¬ 
works, ‘umbrellas, clocks and watches, musical 
instruments, cinematograph films, ete. Fifthly, 
the imjwrt duty on foreign sugar was |)roposed 
to be rai.sed from 10 to 1.1 per cent. The 
Finance Member’s last tariff propo,sid was that 
duties on tobae(! 0 , other than manufa(!tured, be 
raised to .lO per cent. 

While strong objection was taken to the other 
proposivls for taxation, almost all the tariff 
propo.sals were accepted by the Legislature.* 

The action of the Indian Government and the 
Indian Legislature gave rise to much conster¬ 
nation in Lancashire. The Manchester Chamber 
of Commerce appointed a deputation to wait upon 
Mr. Montagu, Secretary of State for India, who, 
in the course of his reply, at the outset, disposed 
of the impression that the Government of India 
had taken the first chance of a new-found 
, liberty to pay off an old score and to impose a 

'It should be noted that the c(>Dip4wition, powers, aad rMa 
ponsibilHies of the Indian Le^cisiature were different at this tima 
. horn what they liad been a few months before. 
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duty wifti the main object of proteetiiij^ Indian 

cotton goods' and of injuring the Lancashire 
trade. He then pointed out tiiat the expen¬ 
diture of the Government of India‘fell short of 
their revenue by 18^ crores. After examining 
the other sources of inereased revenue, and 
•showing their inade<juaey, Air. Montagu 
eoutinned : " Now when we eonie to customs, 

again they liave not .singled out cotton. There 
is to be .a general rise in the whole customs 
duties right away through the oamut of them, 
from 7^ per cent, to 1 I per cent, with a special 
rate on In.xuries, whicdi goes up to 20 per cent. 
You are here to itomplain to-day of a very .small 
proportion id the Indian Budget—something 
which jircHliKtes f'jth of the total increase, and that 
what really you are asking is either that cotton 
.should be left out of the general increase of 
customs, which it has been absolutely necessary 
to impose, or in the alternative, that a correspond¬ 
ing excise should be put upon cotton, wherea.s 
it is uot put on any other of the goorls on which 
there is going to be an increa.sed customs duty. 
It is only about cotton that we have this 
question raised.” 

Mr. Montagu added; “It would be 
^eoretically impossible for me to veto the Bill, 
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in which these duties are contained,*when it 
comes home for sanction. Actually it is, I 
♦ould submit, absolute!^ impossible. 1 (&nnot 
veto part o£ a Bill, 1 must veto the whole Bill; 
and I should, therefore, leave the Government 
of India with none of their increased revenue 
to meet their increased charges.” He then 
referred to the opinion of the Parliamentery Joint 
Committee and Lord Curzon’s* speech in the 
House of Lords, and observed: “ After that 
Beport by an authoritative Committee of both 
Houses and Lord Curzon’s speech in the House of 
Lords, it is ab-solutcly impossible for me to inter¬ 
fere with tlie right—which, I believe, was wisely 
given and which 1 am determined to maintain— 
the right of the Government of India to consider 
the interests of India.”' A little later, the 
Secretary of State sent an important despatch 
to the Government of India, in which he said 
that His Maje.sty’s Government liad accepted 
the recommendation of the Joint Committee on 
the question of fiscal autonomy for India. 

’ Addreesiug the Labour memherH of the dcputatioii, Mr. Montagu 
said that the LaUiur Party gare vatimblo support to the passage of 
the Bill hot they always proteated that they took it bocauee they 
could not got anything better—that they wanted more liberty for 
India, that the time had come to concede to h^r, if not oomptote 
aelfogovemment, something very near it. Now when, despite the 
limitations of the Bill, you concede to her the right to mould her 
own flacal deatinioa, a section of the Labour f^rty feels that those 
rights and tibortica which she has achieved are even too large for 
the woILbetng of the interests that they are here to represent to* 
day.*’--The Timex, 26fh March, 1921, 
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In 0*etober, the Government of India an¬ 
nounced the appointment of a l^iscal Commission, 
with Sir Ibrahim Rahiratoola as Chairman, “ to 
examine with reference to all interest* concerned, 
the tariff policy, of the Government of India, 
including the question of the desirability of 
adopting the principle of Imperial Preference, 
and to make recemmcndations.” 

During the financial year which closed on the 
31st March last, the revenue of the Government 
fell short of their expectations, while the 
expenditure largely exceeded the estimates. 
And another large deficit was expected to 
occur in the current year. The Finance Member, 
being unwilling to budget for a deficit, made 
various proposals for increa.sing the revenue, and 
his first thoughts naturally turned towards the 
customs. In view of the fact that a Fiscal 
Commission was sitting, he would have preferred 
to await the decisions of that body before 
proposing any further alteration of the tariff. 
But the needs of revenue were urgent, and there 
was no escaping the conclusion that “the 
pressure of hnancial necessity must in any case 
inevitably involve the raising of our customs 
duties, purely for revenue purposes, irrespective 
of what the effect may be in the case of any 
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pftrticular tariff-head in the direction of jlrotection, 
Imperi&l Preference, or free trad*.” Sir Malcolm 
Hailey was careful alv» to add that he had 
endeavoured to limit his proposals in such a way 
“ as not to involve any importiuit chanjje of 
principle in the existing fiscal arrangements.”' 

The •f)ro|iosal.s of the Finance Memher were 
the following: To raise the general im])ort duty 
on all articles iiutluding ctvtton goods to 15 per¬ 
cent.; to increa.se the cotton e.xcise duty from 
3^ to per c(>nt.: to raise the duty on 
machinery, iron and steel to 10 per cent.; to 
increase the duty on foreign sugar to 25 |)ercent.; 
to doul)le the duty on matches ; to increase the 
duty on {wtrolemn ; to increase the salt ta.x from 
Rs. If to lls. 2^ a maund ; to levy a duty of 
5 per cent, on imported yarn ; to raise the 
duties on lu.xuries t<' 30 per cent.; and lastly, 
to enhance the duties on alcoholic li(jUors except 
wines, by approximately 20 per cent. The 
Finance Member estimated that the total of 
revenue obtainable from the’ proposed increase 
in customs would amount to Rs. 1,490 lakhs.* 
Some of the propo.sals of the Finance Member 
did not find favour with the Indian Legislature. 

* FiiiAncml Statement, 1922-23. 
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The two'most unportant modifications int^uoed 
into the budget, both related to cotton'goods. 
The fcegislative Assemljly refused to ■ give iW 
sanction to tlie increase in tlie excwe duty on 
cotton m8nufacture.s. and, on the motion of 
Mr. Rhodes, President of the Bengal Chamber 
of Commerce, the import duty on (!Otto* goods 
was left at I Cpey cent.' A few days later, that 
is to say, on the 29th March, 1922, a deputation 
of Members of Parliament and others representing 
cotton te.xtile interests, headcii by Sir John 
Randles, M.P., was received at the India Office 
by the Secretjiry of State atid th<“ Parliamentary 
Under-Secretary for India. Lonl Peel welcomed 
the deputation, but was obliged to leave the 
meeting in consequence of a sudden Cabinet 
engagement. He asked Lord Winterton to take 
charge of the proceedings in his absence. 

Repre.sentations were made by the deputation 
that the terms of the convention recommended 
by the Joint Select Committee of Parliament of 
the Government oflndia Bill of 1919 to the effect 
that the Government of India, acting in agree¬ 
ment with the Legislature, should be conceded 
the same fiscal autonomy as is possessed by the 

' The propoeaU for the enhancement of the satt tax and the dntjr. „ 
oa keroeine were alfu> objected to. Vide Proceedinga of the Indiaii 
Legialative AMaembI>% March, 19^. 
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Dominions, travelled beyond the intelitions of 
the Government of India Act of 1919, to which 
fclone Parliament wa{» committed. It' was 
further argued that the indigenous cotton 
indu.stry of India had been able to make head¬ 
way against competition even in the days when 
the import duty on cotton was balanced by 
a countervailing excise duty bf the same 
amount, and therefore the industry itself did 
not stand in any need of protection. It was 
also stated that whereas Indian politicians of 
all classes were admittedly protectionist, the 
cotton duties were bound seriously, to affect the 
poorest class of the population. The suggestion 
was made that the revenue derived from the 
cotton import and excise duties would be equally 
secured if the import duty were lowered from 
11 per cent, to 6 per cent, and the exci.se duty 
raised from 3^ per cent, to 6 per cent In 
general it was urged that the Government 
should recognise the grave dissatisfaction caused 
in Lancashire by the suspicion that the Indian 
cotton duties were dictated by a clique of 
wealthy mill-owners in India, and that the 
Government should ensure that a true balance 
was held between all parties interested and 
should undertake that the representations made 
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to them should receive their close attention in 
co-operation withithe Government of Indii 
LorJ Winterton, replying on behalf of the* 
Secretary of State, indicated as regards the 
convention reconvnended by the Joint Select 
Committee that ultimate self-government must 
contain fiscal autonomy as an essential feature, 
and that, therefoae, if and when, as was hoped, 
India attained self-government, the right of 
fiscal autonomy must then be unreservedly, 
conceded. He expressed his wish, however, not 
>to press this argument too closely for the 
moment, and -he assured the deputation that 
there was no doubt that the ultimate respon¬ 
sibility for India’s financial measures must in 
present circumstances rest with the Secretary of 
State.' He was not in a po.sition to promise 
definitely that the Secretary of State would 
undertake to re-examine the whole position, on 
the lines suggested by the deputation; but 
he expressed his full agreement with the view 

' Lord Winterton pointed out that the actual jlofiition aa regarda 
cotton import and exciae duiica had by virtue of the vote of the Indian 
Legialatire Aaoembly been left aa it waa twelve montha ago, vt*., the 
figure of the import duty rotnained at 11 per cent., and that of the 
exctflc duty at 3^ per cent. He added that in one reapeot the 
British cotton trade was better off than other trattes, since the 
general import duty bad been raised in the recent Indian budget 
from 11 per cent, to 15 per cent., whereas by the vote of the Indian 
{dilative Assembly the import duty on cotton had been left at its 
former figure. 
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that close oo-operation between ffie Home 

Govei*hment and the Government of India in 
this matter was essential in the interests of both 
countries, • and he promised that the fullest 
consideration should be oiven to the repre¬ 
sentations made, vvliieh he would charge himself 
with conveying to tlie See.retary of State.' 

The opinion (!,\pres.sed l)y L(,>rd Winterton, on 
behalf of the present Secietary of State for India; 
.seems to indicate a significant change in the 
attitude of the Britisli Government towards India 
on this important i|iicstion. Lord Winterton’sv 
words are in direct contrast with, the clear and 
emphatic language withoutany ‘if or ' when’— 
in which Mr. Montagu defined the constitutional 
position of India in respect of her tariff. And no 
wonder that this (diange of attitude has given rise 
to a keen and intense fe(ding of dis.satisfactidn 
arapngall classes of people in the country. It is, 
however, to be earnestly hoped, in tlie interests of 
the future go(Hl relations between India and 
England, that no attempt will be made to go back 
upon the definite assurance of fiscail freedom which 
was given by a re.sponsible Parliamentary 
Committee, and endorsed by the King’s res¬ 
ponsible Ministers. 

' Report piibHshod in the April, 1923. 
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THK THKORKTIO BASKS OK KRKK TRAOK 
A*NI) I’KOTKCTION 

Mercaiitilisiii was the accepted economic creed. 
of tlie nations of Europe in the seventeenth 
'and eighteenth centuries. Control of trad(‘and 
inciustry in various sliapes and forms was the 
essential feature <jf the mercantile theory and 
practice. The Physiocrats were the first, to lead 
a movement of revolt against the system of 
exclusions and prohibitions by which the mer¬ 
cantilists .sought to advance the industrial and 
commercial interests of theii- respective countries. 
The doctrine of free trade grew out of certain 
principles advocated by the Physiocrats. 
Adam Smith was tfie prophet—though not the 
fether—of this theory.' lie held that all 
nestraints were bad, and urged the removal of 

* SeTemI writorR had advocaU'd freedom of trade and induatry 
before Adam Smith. Ho mast have 1)000 larjfoly infiuenced by the 
writings' of Quesnay, Goumay» and Tuigot uf France, and David 
Home of England. Butto Adam Smith belonged the credit of having 
first presented this doctrine in. a precise and intelligible form. 

m 
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restrictions on trade in order that th% “ obvious 
and simple system of natural liberty” might 
' establish itself. » 

Natural* liberty was thus the most important 
basic principle of free tradp. The duties of 
the State would, in this view, be limited only to 
protection of the community from external in¬ 
vasion, the preservation of internal peace, and the 
maintenance of a’ few works of public utility. 
, “ Every nation,” .said Adam Smith, “ which 
endeavours, cither by extraordinary encourage¬ 
ments, to draw towards a particular industry a 
greater .share of the capital of the society than 
what would naturally go to it; or by extra¬ 
ordinary restraints, to force from a particular 
species of industry some share of the ejipital which 
would otherwise be employed in it, is in reality 
.subversive of the great purpo.se which it means 
to promote. It retards, instead of accelerating, 
the progress of the .sewiety towards real wealth 
and greatue.ss; and diminishes, instead of increas¬ 
ing, the real value of the annual produce of its 
land and labour.”' 

Every individual, in this view, was a better 
judge of what species of industry was likely to be 
of greater value to him than any statesman or 

'Wealth of Nations, Bk. IV, Ch. IX, 
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lawgiver. * flegutation by the State, therefore, was 
either useless orjiurtful. And ^natural li^rty 
would 'promote the welfare not oidy of the 
individual, but also of society. “ Every in¬ 
dividual”, according to Adam Smith, “is con¬ 
tinually exerting himself to find out the most 
advantageous employment for whatever- clipital 
he can command. It is his own advantage, 
indeed, and not that of the society, which he has 
in view. But the study of his own advantage, 
naturally, or rather necessarily, leads him to 
.prefer that employment which is most advan¬ 
tageous to society.”* 

Another important principle on which the 
free trade djxitrine was based was inter¬ 
national division of labour. Just as a prudent 
master of a family, argued Adam Smith, never- 
attempted to make at home what it would cost 
him more to make than to buy, so if a foreign 
country could supply us with a comnuxlity chea¬ 
per than we ourselves could make it, it would be 
an advantage to buy it with some part of the 
produce of our own country. Such purchase 
would not lead to any diminution of the general 
industry of the country, for industry was always 
in proportion to the capital employed. Jjcft to 

' Wmith of Natioiu, Bk. IT, Ch. IX. 
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itself^ therefore, the industry of the country was 

always able to lind out the way in which it could 
be employed with the greatest advantage; but 
artificial!^ regulated, it was turned sway from 
a more, to a 'leas, advantageous employment, 
and the exchangeable value of its annual produce 
was (finiinished. 

Originally, it seems, Adam Smith’s view 
rested on the (piestion of natural iwlvantage. 
“The natural advantage”, he said, “which one 
country has over another in producing pjirtieular 
commodities are sometimi's so great that it i.s 
acknowhalged by all the world to he. in vain to 
struggle with them But he perhaps felt 
di.sinelined thus to liinit the theory, and extended 
it to advantages of other sorts. 

Freedom of trade and indu.stry ought, there¬ 
fore, in .\dam Smith’s opinion, to be the general 
rule for all countries. But he recognised cer¬ 
tain exceptions to this rule. In two ea,ses, he 
thought, it might be advanPigeous to lay some 
burden u[)on foreign industry for the encourage¬ 
ment of domestic imliustry. First, when .some 
particular industry was necessary for the defence 
of the country. The Navigation l^aws of Eng¬ 
land were jirstified on this ground. Secondly, 
when some tax was imposed upon local produce, 
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an equal llx might reasonably be imposed on the 
like produce of foreign countries.. Besides these, 
there were two. other cases in which it might 
sometimes be a matter of deliberation. The 
first was when sorye foreign nation restrained by 
high duties or prohibitions the importatio!i of 
manufactures of a partiimlar country iilto its 
own, retaliation might be a good policy, if there 
was any probability that it would pnamro the 
repeal of the high duties or prohihition.s. Then • 
again, when parti(!ular manufactures, by means 
'of high duties or prohibitions upon all foreign 
goorls, had beon .so far extended as to employ a 
great multitude of hands, humanity might 
require that freedom of trade should be res¬ 
tored only by slow gradations, and with a good 
deal of reserve and cireumsp(‘ction.' 

Adam Smith was certainly on firm ground 
when he condemned the abuses which resulted 
from the acceptance of Mereaiitilism. But the 
theory of natural economic, liberty, ns formulated 
by him, has not stwxl the test of experience, 
for every civilised nation, not even excepting 
England, has found it necos.sary to impose 
restrictions in some form or other on eoramer- 
cial and industrial activity.^ Adam Smith’s 

■ Woklth of Natinni, Bk. tV, Ch. II. 

*8u)^iek adoptcfl a moderate attitadc towardu the qaeKtion 
MOBomic litwrtj. He said, ‘‘Complete laisrat fairc it not to be 
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narrow conception of the functions <rf%he State 
has now given place to a more enlightened view. 

' His belief in the absolute identity of the econo¬ 
mic interests of the individual and the commu¬ 
nity, and of the nation and humanity, under all 
circumstances, has now been found to have been 
based* on wrong hypotheses. His failure to 
draw a distinction between natural and acquired 
advantages is a very regrettable omission. 

, Lastly, Adam Smith’s vision was limited to the 
static side of economic, activity, which prevented 
him from c.onsidering national e(M)nomy in its 
more important - namely, the dyjiamie—ivspeet. 
The main thesis of the. great economist, therefore, 
can be accepted as true only within certain well 
defined limits. 

The doctrine of free trade, as expounded by 
Adam Smith, was followed by Ricardo and 
developed by J. S. Mill. Ricardo, like his 
predecessor, thought that under a system of 
perfectly free commerce, each country would 

takoQ M a political idea); the problem for the statesman is to 
balaiico its advantn^OH n^itist the disadvantaiccs of extending the 
sphere of government *' 

As for the application of the theorj* of individual freedom to 
economics, a oontomporary writer says: “ The case for Free Trade 
is thus essentially a part of the general case for individnal liberty. 
It does not, of course, follow that those who accept indindual 
liberty as a general rale of policy are bound to accept Free Trade, 
but it does follow that they will Im inclined to do so, until they are 
proved to be wrong". H. Cox, Economic Liberty, p. 9R. 
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nsturallj* devote its capital and labour to such 
employment as would be most beneficial’to it. 
And tliis pursuit of individual advantage would 
lead to the universal good of tin* wliole. '• By 
.stimulating indii.stry”, In* .said, •“by rewarding 
ingenuity, and by using most etficacioiisly the 
peculiar powers bestowed l)y nature, it dis¬ 
tributes labour m<\st effectively and must eeoiiom- 
ically : while by iuereasing the genertd ina.ss of 
productions, it dilfuses general beuelil, and , 
binds together by one eoinnioii tie of interest 
•and intercourse, the universal society of nations 
throughout the.e,ivili.sed world.”' 

•lohn Stuart .Mill expressed siniil.ir views with 
his usual precision of ihouglit and language. 
He laid great stress on the fundamental ideii of 
mutual benefit, which was believeil to underlie 
international trade. “ The importation of foreign 
commodities”, wrote Mill, “in the common 
course of traffic, never takes [dace, exe,e])t when' 
it is, economically sjieaking, a national good, 
by causing the same amount of commodity to 
be obtained at a smidlcr cost of labour and 
capital to the country. To prohibit, therefore, 
their importation, or imiMi.se duties which 
prevent it, is to render the lalmur and capital 

^Blcanto, Principlmt of Political Kcoitomy aud Taxation, Ch. VIl. 
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of the country less efficient in prodiSclion than 
they would otlyirwise be; and compel a waste 
of the difference between the labour and capital 
necessary* for the home production of the 
commodity and that which is required for 
produ(!ing the things with which it can be 
purchlised from abroad. The amount of 
national loss thus occasioned is measured by 
the ex(tess of tlie price at which the commodity 
. is produced, over that at whicli it could be 
imported. In the case of manufactured goods, 
the whole difference between the two prices is 
absorbed in indemnifying the • producers for 
waste of labour, or of the capital wlii(di supports 
■ that labour. T'ho.s*' who are suppo.sed to be 
benetited, uatnely, tlic makers of the protected 
articles, (unless they form an e.xclusive company, 
and have a monopoly against their own country¬ 
men as well as against foreigners,) do not obtain 
higher profits than other people. All is sheer 
loss to the country as well as to the consumer.”' 

Mill ridiculed the “ specious plea of employing 
our own countrymen and our national industry, 
instead of feeding and supporting the industry 
of foreigners ”. “ The alternative ”, he added, 

" is not between employing our own people and 

• J. 8. Mill, Principles t>f Politicftl Ktunomy, Bk. V. Ch, X. 
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foreigners,‘but between employing one class and 
another of our own people. Thg imported* com¬ 
modity’is always paid for, directly or indirectly, 
with the produce of our own induittry ; that 
indirstry being at,the same tiinC, rendered more 
pnaluctive, .since with the .same labour and 
outlay, we are enabled to po.sses.s our.selvA of a 
greater ()uantity ivf the article.”' 

^If eae.h country devoted itself to the ])roduc- 
tion of tho.se goods for which it had the best, 
advantage.s, no doubt productive costs would 
* he reduced to tin' lowest possible limits, and all 
countries would reap the benefit. It would be 
impossible to disjjule the eorrectne.ss of Mill’s 
view, provided it was a.ssumed that the advan¬ 
tages which one country pos.sessed over another 
in the production of any article were of a per 
manent character. Hut this as,sumption is not 
always true, and, therefore, there may be condi¬ 
tions to which his argument waadd not apply. 

Mill hiin.self, like .Adam Smith, was fpiite 
prepared to make e.xce|)ti(ms, tlnmgh the (excep¬ 
tional ca.se.s mentioned hy him W'cre not exactly 
the .same as those of his predecessor. In 
the interests of national deienee, restrictions 
might, in his opinion, be “though economitailly 

* J. 8. Mill, Princiftlex ttf P«)li(iml Ku>i)otn\, Hk, Ch X. 
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disadvantageous, politically expedi&t But 

the only ease in ^vhich he would* regard protective 

duties as defensible on* mere economic principles 

was when tlicy were “ impose<l tenurorarily 

(especially in a young and rising nation) in hopes 

of naturalising a foreign industry, in itself 

perfectly suitable to the cir(!umstances of the 

country”. Mill thus went further than Adam 

Smith in the direction of limiting the doctrine. 

>He drew a distinction between natural and 

acquire<l advantagi’s. ■‘The su|)criority of one 

i!ountry ”, said Mill, ‘'(tv(‘r another in a branch of 

production often arises only from having begun 

it sooner. There may be no inherent advantage 

on one part, or disadvantage on the other, but 

only a pre.sent .su|)eriority of aiM(uired skill and 

e.xpmience. /\ country which has this skill and 

e.Kperiencc to acquire, may in other res|)ects be 

better adapted to the production than tluxse 

whhdi were earlier in the tield.... But it cannot 

be expected that individuals should, at their own 

ri.sk, or rather to their certain lo.ss, introduce' a 

new manufacture and bear the burthen of 

eairrving it on until the producers have been 

educated up to the level of those with whom the 

proce.sses are tr.aditioual. A protecting duty^ 

continaed for a reasonable time, might .sometimes 
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be the least inconvenient mode in which the 
nation can tax itself for the support of such an 
experiment.” 

Mill was careful, however, to ad<l*n word of 
caution. He said, “ But it is ehsential that the. 
protection .should be confined to cases in which 
there is good ground of a,s.surance tliht the 
indu.stry which it fosters will after a time be 
able to dispense with it; nor should the domestic 
proflucers ever be allowed to expect that it will 
be continued to them.beyond the time necicssary 
’ for, a fair trial of what tliey are capable of 
accomplishing.*’' 

Another significant adnii.ssion, which was 
characteri.stie.of the .scn.se of fairness which dis¬ 
tinguished Mill from the other advocates of free 
trade, was that “ there is a great foundation of 
reason ” for the belief “ that a nation all engaged 
in the .same or nearly the same, pursuit—a nation 
all agricultural—cannot attain a high state of 
civilisation an<l culture.” 

• The conce.s.sion made by Mill in favour of 

'Mill, Principleff of Political Economy, Bk. V, Ch. X. As Sir 
William Ashley points out, tho “will" of the ori^iniil text was 
changed into “might” in the 7th etiition, and the wonis “It ia 
CMttitial that “ were inserted. 

It ia worthy of note that Adam Smith himself conoedofl that “by 
•nd» (Jferouitile) regulations a particular manufacture may aome> 
timea be aoqnirefl sooner than it could have l«on otherwise, and after 
ft eeiiftii] time may be made at home aa cheap aa or cheaper than in the 
fotuign oooatry Vide Marahall, Industry ami Tnule, Appendix D. 
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‘infaijt industries’ was regarded as a heresy.by 
^ the other follewers of Adaih Smith.' These 
latter lacked Adam Smith’s breadth of view and 
moderation and Mill’s scrupulous regard for 
truth.^ When ‘Adam Smith avd Mill made reser¬ 
vations or cx(;eptions, they suggested that cer¬ 
tain conditions were impli(‘(l for the validity of 
their theory. But other supporters of free trade 
made “simple sweeping statements of broad scope 
• without the neee.s.sary limitations and conditions.” 
They bolstered up the (hxdrine as an ab.solute 
truth whicdi was ap|)licahle to all circumstances. 
One reason of this narrowness of view was per¬ 
haps to be found in the deductive method of 
reasoning whi(di was o.xclusivcly •employed by 
some economists. Another reason was the limited 
knowledge of the world po.ssessed by them, which 
tempteil them to generalise from the (dreum- 
stances with whiidi they were familiar. But the 
most important reason was patriotic bias. These 

' Hir Willmiit AhIiIov poiiitH out thnt, writing to n correnpondent io 
18B9, Mill expresstnl an intontion to*withili'aw the opinion, and 
remarked: Kven on this point I continue to think my opinion 

was woll grounile<l, but exjienonce has flhown that protectionism, 
once intHKlnced, is in danger of pcrfietuating itself, and I, therefore, 
prefer some other uumIc of jmblicnid to new industries though in 
itself loss appropriate " But he subsequcntlr changed his mind 
and allowed the opinion to stand. 

* Tn Fronce, the chief advocate of the classical doctrine was J. B 
Say, who also was prepared to make some conoession in favour 
yonng industries for the purpose of development. 
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ecpnomis'w looked to the needs and interests of 
their own country, and failed to^ appreciate those 
of other countries. As luyi been ri,<;htly expres.sed * 
by a great economist, “ It was cleiwly to the 
interests of Englaiul that bar manufactures 
should be admitted free by other countries. Any 
Englishman who attempted to point otrt that 
there was some force in .some of tlio arguments 

which were adduced in favour of Protection in 

* 

other countries was denounced as unjiatriotie,."' 
The evil was further aggravated when tlie theory 
was put to polemical use bj’ i)olitieians who made 
all .sorts of overstatements and (ixaggerations. 

The free trade theory came thus to !)(• looked 
upon with ^suspicion by statesnum in other 
countries, and was for a time di.scarded by 
economists—with a few notable exec ptions—- 
orftside England. About 1800 . the doctrine of 
free trade was triumphant. But not long after, 
a reaction began to set in. In rcccent years, 
however, a more sober and moderate view of this 
doctrine has been adopted by its su[)porters 
amongst economists. Prof. Marshall dcics not 
hesitate to point out that “ the wording of these 
doctrines was often so narrow and inelastic that, 
when applied under conditions of time and place 

* Hainhitll, Industry and Trade, p. 700. 
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different from those in which they had Uheir origin, 
their faults becjme obvious stad provoked re¬ 
action.” He adds: ‘U^ooking back, then, it is 
easy for u.'fto see.that English economists made a 
grave error of judgment as to jihe proportions of 
one leading problem of their own age, though not 
of theiV own country. They misjudged the needs 
no le,ss than the potentialities of backward 
countries, and specially of new countries. They 
.t<x)k little account of the fact that, though any 
county of England, which had latent resources and 
faculties for an advanced industry, would attract 
that industry to itself from other counties; 
yet what is true of counties is not true of 
countrie.s. 

The most formidable critic and opponent of 
Adam Smith’s theory was Frederick Lial_^ e 

^'fiO-l'oi- ..{• Iipiflern iiiitinlmlism Aa 

I intcllectua L.fjuuutle.t^.-thfc„ (inriiiim /iilUaratB. 
He was, in reality, more a critic of the popular 
notions on free trade than of the exposition of 
the doctrine by the great classical economist 
himself. The nece-ssity which List felt for 
“ energetically contradiciting ” a great writer like 
Adam Smith often led him—though uncon¬ 
sciously—to misunderstand or misinterpret him. 

I ManbaH, indnstn’ and -Trade, Appendix E. 
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The .mam* characteristic of List’s system, ai 
distinguishe'd frc»n that of Adam SmitB and 
others—which he understood to be cosmopol¬ 
itanism—was nationality. List was uot wholly 
opposed to a .sy.stem of free trade. But he 
saw that all nations were not equal in wealth or 
productive powt'r. He argued, therefore^ that 
“ in order to allow freedom of trade to operate 
naturally, the less advanced nations must first 
be raised by artificial niea.sure.s to that stage of 
cultrvatioh to which the Rnglisli nation has 
' be'eyi artificially elevated. ” The most effectual 
ttteans for tbi.s-purpo.sc was, in his view, protec¬ 
tion which should be resort(‘.d to by “ all nations 
which feel t|ieinselves to be capable, owing to 
their moral, intellectual, .social, and political 
circumstances, of developing a manufacturing 
power of their own.”' 

List laid great emphasis on prcxiuclive jjower. 
He held that the power of pnxlucing wealth was 
“ infinitely more imjxu-tant than wealth itself; it 
insures not only the possession and the increase 
of what has been gained but also the replace¬ 
ment of what has been lost.” The prosperity of 
A nation was not greater in proportion in which 
it amassed more wealth (i. e , values in exchange) 

National 8y«tem of Polj 
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but in the proportion in which it' developed 
more Its powers^ of production.* The distinction 
which List drew bctjveen present and future 
advantage* is of fundamental importance. A 
nation, a(;cording to him, mpst sacrifice some 
present advantages to secure future ones. List 
did n6t overlook th<i fact that protective duties 
tended at first to increase the price of goods but 
this loss he believed to be only temporar^y. 
When, in the course of time, the nation was 
mabled by this means to build up a completely 
leveloped manufacturing i)<>\ver of its own, these 
|ro(Mls would bo |)rodueed more cheaply at home 
than could be purchased from foreign countries. 
If, therefore, a sacrifie.e of value was caused by 
protei^tivc duties, it was made good liy the gain 
of a power of production. 

List laiil great stress on the necessity for 
developing manufactures as well as agriculture. 
These two kinds of industry, he thought, de¬ 
pended mutually upon one another, and he called 
this relation “the balance or the harmony of 
the productive powers.” He regarded the value 
of inanufacturing industries, from the point of 
view of civili.sation, as very great. Without 
them a nation must remain relatively unprogres¬ 
sive. “ In a condition of merely agricultural 
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industry,” he wrote, “ caprice and slavery, 
superstition and*ignorance, wajit of means 6f 
culture, of trade, and of transport, poverty and 
jwlitical weakness exist. I n the merely agricul¬ 
tural State only tlje least portiofi of the mental 
and bodily powers existing in the nation is 
awakened and developed, and "only the* least 
part of the poweis and re,sourecs plained by 
nature at its disposal can be ae.euniulated.” 
And from the national stand-point, he considered 
the exclusive pursuit of agriculture a soui'ce of 
weakness. “A nation,” .said he. “which only 
carries on agriculture, is an ifidividual who in 
his material jtroduction lacks one arm. Com¬ 
merce is merely the medium of exchange between 
the agricultural and the manufacturing power, 
and between their separate branches. A nation 
which exchanges agricultural j)roducts for foreign 
manufactured gomls is an individual with one 
arm, which is supfMwted by a foreign arm.” On 
the other hand, manufactures not only helped to 
secure the material pro.sperity of a nation but 
also its industrial independence in time of war. 

List did not reject the idea of an international 
division of labour, but he believed that this was 
determined by climate and nature herself. Evi¬ 
dently, he did not favour a permanent territorial 
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division of labour based on acquired 3(fvantages. 
List Vas ‘not entirely opposed to free trade. 
According to his sjjsteni, protection would 
always be* of a temporary character, and it was 
to be limited to the educational or young indus* 
try stage of development. Protective measures 
were considered' by him justifiable only in the 
case of nations which po.s.sessed an extensive 
territory, large population, and natural re- 
,sources. Universal free trade was his ideal, 
but it could be realised only when the industri* 
ally bacikward nations wore educated up to the' 
level of the more advanced nations by means 
of protection'. 

Frederick List was the founder.of ‘scientific 
protectionism’ as distinguished from ‘mercantile 
protectioni.sm.’ But he was a protectionist only 
in a qualified sense of the term. There were, 
however, othe)' advoiates of protection who went 
very much furtlier than List.. They were not 
content to limit protective measures to young 
industries, or to articles required for national 
defence, but wanted to extend them as widely as 
possible. And in their disputations they used 
arguments which were not only untenable, but 
sometimes appeared ludicrous. Thus- their 

National System of Political Roonomy, Bk. II, Oh. XXVl. 
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Attitude fiNuished grounds for censure and con¬ 
demnation. *One»)f'tlu' most briyiiint economists 
who aftackeil the [U’otectionist ihsttrinc was 
Frederic Biustiat. He employed not only all the 
fruits of his ohsevvation and stuidy, hut all the 
re.sourses of his wit and humour, to demolish 
the po.sition of liis opponents.* In Ids famou.s 
satire on the (’alidle-makers’ Petition he poured 
ridicule and contempt on the ])rot('etionists.' 

’Bastiat, however, dii| not presv'lit the protee- ^ 
tionist ease in a fair and impartial manner. 

• The chief argunients in favour of protection may 
hcitrietly disejissed lu're. In the first place, it 
is claimed that protection secures diversity of 
industries. This is true only of countries which 
are. economically speaking, young. Agriculture 
is expo.sed to the freaks of the sea.sons, while 

' The tTmijfiimrx pciitionfn* tin-tiuMlo l<i wtv “ \Vf tm* cufTerjiiff 
from the intolfrahle cornitetition (H ti ritnl 'I'hiH nviil, who 

18 none other lliaii U»f MID, wa^eK war to the knife a^rniiiht ua, aial 
we suspect that he lias U*en ruisnl up lo perlitlionn Albion 
What we pmy ftir in, that it nuiv please \oti to paas a law onlerlng 
the shuttin^^ up of all wumIowm. skylights by or through which 
the liffht of the sun has l>een in use to enti-r houBes, lo the 
prejudice of the ^neritorio^^ tiiunufactun.s with whieh we flutter 
ourselves we have nceotnincMlaled «iur eountry b eountr) which, 
in jfratitudo, ouffht not to almndon uk now ton ntrife so uno(|ual.'' 
In enticipation of the possible objectitui that the* ^mnt of thotr 
prayer mwht Im* hurtful t<i the tvmsuniers, the petitioners are 
made to reply : “ Vou have ceased to have any riffht to invoke the 
intorest of the eonsmner, for, whenever his interest is found 
<^po«ed to that of a prfslncvr, yon aaerifiee the former. Ton 
hAtc done bo for the purpoec of onctiuraKing labtnir ami increasinK 
employment. In the same mison y«m should do »o airain.” 
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manufactures are dependent more upo^ human 
effort* than upon the gifts t of liature. The 
development o^ manufacturing industry' is also 
necessary • for the social progress of a people. 
But it takes long to develop manufactures in a 
country which has heen accustomed oidy to the 
cultivation of ‘the soil, unless some special 
encouragement is offered to^a portion of the 
population to (diaiige their occupations. But 
this argument docs not hold good of countries 
which have already succeeded in establishing 
manufactures. . 

Secondly, it is argued that .protection by 
encouraging various branches of liome industry, 
makes a community much le.ss dependent upon 
foreign countries. It is possible that, in time of 
war, the imported snp]ilies of a country may be 
cut oft' by its enemy, and to guard against such a 
contingency, it may be desirable to encourage 
the production of all the essential kinds of goods 
within its own borders, even though it may be 
more e.xpensive to produce than to buy them in 
normal times. But this is really a political, and 
not an economic, argument. Its validity, how¬ 
ever, has been admitted by even ardent free 
traders. The only (juestion is whether or not 
tlie premium which has to be paid for such 
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national ‘insurance is too high. E%la ■ 
perhaps, finds it fess costly to maintain a*large 
navy \Vhich enables her to obtain her food 
supplies from tlie most distant parts of the 
world tlian to priKince the Pntire,()uantity of her 
food at home. 

Thirdly, it is asserted that a»protectivo duty 
falls ultimately on the foreign producer, and, 
consetjuently, protc'ction secures the double ad¬ 
vantage of taxing the foreigner and of fostering 
home industry. This argument is valid only in 
• part. It is true that, very often, the foreign 
manufacturer l)ear8 a part of the burden of an 
imijort duty in order to retain his market in the 
importing country. But this is not a matter for 
rejoicing to tfie consumei- who has to pay a higher 
price for the article on which the duty is levied. 
The. real test in siuh a ease is, not whether the 
foreigner sutt'ers, but wbetlnu’ it is worth com¬ 
pelling the home consumer to pay a higher price 
in order to develop the productive [tower of the 
country; in other t^ords, whether an immediate 
sacrifice is desirable in order to secure an 
ultimate gain. 

The fourth argument in favour of protection is 
that when a country produces commodities for 
itself, instead of obtaining them from abroad. 
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liho cok and labour of transportatioir are saved. 
This ‘argument is wholly fulkciouS, for goods 
would never be convened fiom one country to 
another, unles.H .such conveyaiKsv was more profit¬ 
able than local ^)ro(luction. 

The fifth argument is that protection helps to 
rai.sc 4110 wage? of labour. The real cause of 
high wages is the largo pro(lno^tivono8.s of labour,' 
land .so far as proteotion helps to establi.sli .success- 
jful industries, it does certainly tend to raise 
wages. It, very often, lia|»[)on.s, however, that 
ionly nominal wage.s are raisi'd. In many ease.s, a> 
disc in wages is accompanied by a ri.se in prices. 


[ How f ar protection results i,n.a wsy.pfx'-'h.ljia 
Ls a matta r.-iiDt eiitirelv free IVoiii doidu^ 

Sixthly, it is argued that protection, having 
been once establislieil, cannot be removed without 


causing great htss to employers and employed in 
the protected industries. While there is a great 
deal of force in this argument, it is, in fact, an 
argument against initial luoteetion. It cannot 
be Icnicd that industries, which have enjoyed 
protection for a long series of years, .sufl'er con¬ 
siderably when it is withdrawn. But all changes 
are attended with suffering to some classes of 
people. When it is found necessary to withdraw 
protection, the intensity of the suffering may be 
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gix^tly Ihinimised by making the withdMwid 
gradual, instead of sudden.* 

The last and ‘most ^important argument in 
favour of protection is the ‘infarrt industry' 
argument. This, as has already been said, was 
the main ground’on which Frederick List based 
his theory, and the support Unt to it by J. 8. 
Mill added immensely to its value. As an 
eminent economist puts it, “the really sound 
arguments in favour of protection are various 
presentations of the case for aiding infant 
industries, and unl>orn infants along with the 
rast ” •. Evidently, the applicability of the argu- ' 
ment is confihed only to countries which are still 
in the earlier stages of industrial development. 
But two essential conditions arc implied in it. 
First, the industrie.s selected for protection 
should be suitable to the country, and secondly, 
protection ought to be withdrawn as soop as the ' 
protected industries are able to stand on their 
own legs. The first of these ermditious is com¬ 
paratively easy of fulfilment. But the case is 
quite different with the second. Once protection 
is established, it is always extremely difficult 
to abandon it.^ 

* Vide Fawcett, Free Trade and Protection, Ch. IV. 

*Flax, Bcoooraic Principloa, p. 261. 

’This, in fact, was one of the principal objections urged 
Sidgwidt against a policy of protection. He said: **1 agree, 
ind^, with these wntera in holding, as a conclusion of abstract 
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This tendency towards th*e perpetuation of 
specially favoured interests is an eyil of the pro¬ 
tective system? Another pbjectionable feature 
of the sjjstem is that? the original object of pro¬ 
tection is often lost sight of, an^ when protection 
is afforded to one industry, the contagion spreads, 
and ^ many otljer industries claim special treat¬ 
ment. Thus industry and trade are diverted 
from their natural channels, and the remumera- 
tion of labour and capital diminishes. Protection 
also tends to discourage industrial enterprise by 
weakening the feeling of self-reliance. The 
encouragement which undesirable combinations 
like trusts and kartels often receive from pro¬ 
tection is another evil of the system. But the 
worst evil of all is that it fosters political corrup¬ 
tion. “ There are also to be apprehended,” 

economic theory, that Protection, in certain cases and within 
certain limits, would probably be advantageous to the protecting 
counti^,—and even perhaps to the world—if only it could be 
Btriotly confined to these oases and kept within these limits; but I 
am nevertheless strongly of opinion that it is practically best for a 
Government to adhere to the broad principle of ^taxation for revenue 
only’—at any rate in a free community where habits of commer¬ 
cial enterprise are fully developed. My ground for this opinioi^lh 
that I do not think we can reasonlibly expect oar actual GcveniB 
meats to be wise and strong enough to keep' their protective inter¬ 
ference within due limits; owing to the great difficulty and delicacy 
of the task of constructing a system of import duties with the 
doable aim of raising revenue equitally and protecting native 
industry usefully, and the pressure that is certain to be put upon 
Government to extend its application of the principle of protection 
if it is once introduced.” 

Principles of Political Economy, Second Edn., pp. 488, 489, 
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observe % body of distinguished Professors, * 
“ those evils jther than material which Protection 
brings in its train,—fhe loss of purity in politics, 
the unfair advantage given to those who wield 
the' power of jolibery and corruption, and the 
growth of the ‘ sinister interest.” ^ 

According to Prof. Smart, the following are 
the chief evils of a system of protection : It is 
impossible to devise a tariff which does not 
permit all manner of anomalies and inequities; 
it tends to political immorality; it tends to 
commercial immorality; it raises costs and checks 
exports; it is bad as judged by the canons of 
taxation. ^ 

A well-known continental economist distin¬ 
guishes between three groups of protectionist 
theories, namely, the developmental, the com¬ 
pensatory, and the defensive theories. “The 
developmental theories,” says he, “look upon 

* Tho Fourteen Profoaaors’ Manifesto, 1905), quoted in Pigoa, 
Protective and Preferential Duties, p. 82, Prof. Sumner describes 
the evils of protection in the United States in these words': “ The 
continual law-making about industry has been prolific of industrial 
and political mischief. It hath tainted o|r political life with log* 
rolling, presidential wire-pulling, lobbying and oustoms-honse 
politics. It has been intertwined with currency errors all the way 
along. It has erected privileged classes in the free American 
community, who were saved from the risks and dangers of business 
to which the rest of us are liable. It has controlled the election 
of oemgressmen, and put inferior men in office, whoso inferiority 
has reacted upon the nation in worse and worse legislation.” 

''^'Smart, Return to Protection, Chs. X & XIL ■ 
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.wc^deconpifty j^s an ideal, but one;?rhicl^<^aot 
,be reached ^luediately, bht only by way,,pf a 
transitional stage of development through protec¬ 
tive. d'uties., The compensatory theories sepk a 
vsolution of‘the conflicts which arise from the 
.existence side by side of national economy and 
wbrld economy without concerning themselves 
with the question of the,ultimate goal of the 
development. The defensive theories, .finally, 
see in national economy itself the permanent 
form of organisation which on political, and 
economic grounds must defend itself against 
injurious tendencies originating in the vrorld- 
economy sphere. According to the last view, 
the national economy is an organism, while the 
world economy is merely a eommunity of com¬ 
mercial relations serving the interests of this 
organism.” * 

While this writer is intensely national in his 
eeonomic ideas, he is not absolutely hostile- to 
internationalism, In faqt, he argues that piSiteCr 
tionism is an aid to a proper understanding 
among the nations of the world : He concludi^f. 
well-ordered and properly-balanced study of 
subjectj^h the following words: “ The 
tive pi^(^*embodies a permanent principle 

1 j; Ortmzei, iiconomic Protectionicm^ pp. 141,142. 
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^ies only in ^ts application, and one which in 
geiterAl must Be so‘manipulated that national 
ecbhbmy ahd world-economy, development mhat "' 
be brought into the^ closest harmony; National 
economy and world-eranomy do not stand in a 
relation of hostile opposition, but rather con¬ 
dition Sach other. In the economfc sense also 
thb’ truth holds good, that he most benefits the ' 
world who best serves his own people.”’ ' 

Fair trade, reciprocity, retaliation, and 
colonial preference are modifications of the 
systenj of protection. The supporters of fair 
trade aim at placing home and foreign producers 
on an equal footing, with regard to the artificial 
conditions of production, while leaving tindis- 
turbed the natural conditions. Reciprocity is 
the system under which one nation grants to 
another certain concessions in respect of the 
tariff in exchange for similar concessions granted 
by the other nation. - Retaliators hold that free 
tr&le' is the best system, provided that all 
icbtfiatries adopt it If, however, tariff-walls are'* 
raitfed by foreign countries, they cbrisidet it'* 
necessary to retaliate in order to convett them 
to the policy of the ‘open door.’ The maiir 
to' ad^oCiif® colonial prftferen^ is tlSP^ 

r Bconomio Proteotionimi, p. 851.' 



160 


FISCAL POLICY IN INDIA 


give'some eeonomic advantage to his own kith 
and kin over 'foreigners in order to draw the 
former closer to the naother country.* 

The German Historical School stands midway 
between the two principal schools of free trade 
and .protection Knies, one of the chief ex¬ 
ponents of this school, said many years ago, “ No 
more the present than any previous economic 
organisation of society is to be regarded" as 
absolutely good and right, but only as a phase 
in a continual historical evolution, and that in 
like manner the more prevalent economic 'doc¬ 
trine is not to be received as complete and final, 
but only as representing a certain stage in the 
unfolding or progressive manifestation of the 
truth.” ^ Prof. Schmoller, another prominent 
representative of the school, held the view that 
neither free trade nor protection was wholly true, 
but each was true according to circumstances.^ 
While it must be admitted that this view is 
perfectly sound in substahce, the opportunist 
style of argument adopted by some followers of 

^ Dietzel, Retaliatory Duties. 

* Vide Ingram, History of Political Economy, p. 203. 

^In regard to the adoption of a policy of free tmdo by a nation,-' 
Prof. Schmoller says, “ That ag^e could begin to think and act in 
the spirit of free trade which had left so far behind it the toilsome 
work of national development th^ it regarded its best reshlts a 
matters ojfponrse.” P. Ashley, Tan% History. 
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the Histori^l Scjiool is hardly satisfacipry. 
They go. too far in .their disregard for theory, 

and their absolute faith in expediency may often 

• * 1 * 

lead to harmful consequences.* 

The practice of the nations of tfie world shows 
something like a consensus in favour of protec¬ 
tion. And, strangely enough, the largest 
countries, with ohly one exception, are the 
strongest supporters of the protective system. 
Even England, which stood fast by free trade 
^or more than three quarters of a century, has 
no^^• found it expedient to modify its policy to 
some extent. "The key to this situation is to 
be found in the intermingling of economic and 
political considerations. Economic protec¬ 
tionism thrives on national sentiment. 

Thus we find that, although the theoretic 
basis of protection is comparatively weak, its 
hold on the sentiments of nations is strong. On 
the other hand, in economic science free trade 
is still the prevailing idea. The present position 
of the theory is correctly described by Professor 
Taussig in these words: “The essence of the 

‘ Prof, Tanssig says, “ I have little patience with this attitude. 
It assumes to bo large-minded and judicial, and a certain tin^ 
of contempt for the old-fashioned theories often goes with it. 
Yet in truth it usually rests on inability or unwillingness to 
follow the threads of severe reasoning.” Free Trade, the Tariff, 
and Beoiprooity, pp. 26-27- 
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things^ and its consequencesc are. extremely 
harmful. The ilhports are what are technically 
known as .consumers’ ^oods, while the exports 
consist maiidy of producer.?’ goods. This dis¬ 
tinction is a matter of great importance. As 
things,, are, the imported goods are consumed 
exactly at the value shown in the importation 
statistics. If, on the other hand, the imports 
were to consist of unfinidied articles, their value 
‘would be greatly enhanced by the industry of 
the country before they became fit for consump- , 
tion.' The present situation has another draw¬ 
back. The exportation of agricultural products 
means the sending away of the soil. This 
tendency towards the diminishing' fertility of 
the soil can only be checked by the develop¬ 
ment of local manufactures." The growth of 
manufactures is also necessary for affording a 
greater diversity to the occupations of the 
people. A purely agricultural country, 
dependent on the mercy of the monsoons, must 
always remain subject to periodical visitations 

tures represent orer 00 per cent, of the total imports; while manu¬ 
factures and raw produce represent about one-third and two-thirds 
respectively of the total exports of India. 

* Vide Glrunzel, Economic ProtecHoniemt p. 133. 

S. Mill admits that this argument deserves attention on 
^coount of the physical truth on which it is founded but he is of 
Minion that it is not relevant to the question of Ihroteoticm.'* 
iVinciipIss of Political Economy^ Bk. V,, Oh. X., 1. 
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of the spectre of famine.* Besides, agriculture is 
not a sufficiently semunerative*occupation, and 
a people devoted almost* exclusively, to it can' 
never hope to make any great progress in 
material civilisation.^ 

But the worst evil of the present system is to 
be found in its effect on the character of the 
people. A comnfunity engaged in agriculture is 
ganerally found to lack breadth of outlook and 
to suffer from conservativeness and stagnation.* 
Industrial and commercial occupations, on the 
other hand, have a tendency to widen the vision 
of those engaged in them, to develop initiative 
and enterprise, and to foster a spirit of freedom. 
Besides, as Ranade said many years ago, “the^ 
political domination of one country by another 
attracts far more attention than the more formid¬ 
able though unfelt domination, which the capital, 
enterprise and skill of one country exercise over 
the trade and manufactures of another. This 
latter domination has an insidious influence which 
paralyses the springs of all the activities which 

'The Famine Commission of 1880 observed, The failure of the 
usual rains thus deprives the labouring class, as a whole, not onty 
of the ordinary supplies of food obtainable at prices within their 
reach, but also of the sole employment by which they can earn 
the means of procuring it.” 

’The authors of the Report on the Indian Constitutional Reforms 
correctly appreciated the situation when they remarked, ^*The 
economics of a country which depends to so great an extent aa 
India on agricnlture must be unstable.” T. 210. 
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t(^ether make up the life of the Nation?*’* The 
magnitude of the evil becomes Apparent wheil 
the feet is recalled that the pofitical status*of A' 
country depends very largely on'its economic' 
position. 

The solution of the problem can only be found 
in industJi'ial development. But in order that the 
trouble and expense involved, in industrial 
elfort may not go in vain, it is desirable, at the^ 
oi}tset, to consider whether or not India satisfies 
the conditions essential for the successful 
^development of manufactures. Such conditions 
are of two kinds, namely, natural and acquired. 
As for the natural conditions, India has an 
abundance of natural resources and a large 
population. The former is the most important 
requisite of production, and the latter not only 
ensures the supply of labour, but affords a 
market for the goods produced by industry. In 
respect of the acquired factors, however, India 
is in great defect. Skilled labour is scarce, and 
industrial expansion is considerably hampered 
by the absence of technical knowledge on the 
part of the children of the soil. The supply- of‘ 
capital is inadequate. The people lack enter¬ 
prise, and business organisation is far from' 

Bc&domkn, Sedond Edition, 105. 
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perfect# „These , defects, howeyer, *,are , pot 
irremediable. * Technical knowledge Aid a^l 
can * be acquirAl by, education and prac.j^cal 
.training. Indigenous capital has already begun 
to, overcome its shyness, agd development of 
banking facilities will go a long way towards 
removing this deficiency. ^Iducated mien are 
now beginning to engage in commerce and 
industry, and experience will before long enable 
them to develop the proper sort of business 
organisation. 

Artificial conditions are in the present age 
becoming more and more decisive as factors iiT 
production. But acquired advantages are not 
the monopoly of any race or nation, and in her 
possession of natural advantages India has a 
great superiority over many other countries. 
The industrial backwardness of India is due, 

. however, in part, to the causes mentioned above, 
and partly to her political environment. The 
State in India has in the past not only failed to 
ifpster industries,*but has actually hindered their 
development. Even now, the people believe, 
l.pghtly or wrohgly, that, in the industrial struggle 
the forces of the State are arrayed against^them. 

. A feeling pf helplessness has thus been, indq^e^ 
in the community. To remove the feeling^ df i 
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despair from the minds of the people and to 
restore their confidence in their own Selves, it is 

absolutely necessary for the Indian Government 

0 

to adopt a policy of,active encouragement of 
[ industries.^ Such a policy will ^ive a feeling" of 
security to the industrialist, ajford a stimulus to 
individual enterprise, and call into being the 
necessary capital and organisation. 

^ In every civilised country, the industries 
receive the fostering care of the State. Tlie 
•economic greatness of the United States and 
Germany has been due, in no small measure, to the 
efforts of the State. In England also, industry ’ 
and trade received considerable aJ5.sistance from 
the State in the earlier stages of their develop¬ 
ment. It is true that when these had become well 
developed, they were able to do without the help 
of the Government. But now that .some difiiculty 
has arisen. State aid is being ojice more invoked 
and ungrudgingly ofieredh What is needed moat 
in India at the present moment is an enlightened 
system of protection, by which should be under- ' 
stood all those measures which will tend to 
promote the economic interests of the country.* 

* Vide Report of the Committee on Commercial and Industrial 
Policy after the War. 

*The authors of the MontagU'ChoImsford Report observed, 
^‘Snglish theories as to the appropriate limits of the State’s activity 
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These measures may be either positive or nega¬ 
tive. Of ’the positive measures, the most 
important appear to be the granting of bounties, , 
subsidies and concessionij in suitable cases, the 
establishment of technical colleges, the provision 
of credit facilities, 1;he proper regi^ation of railway 
and steamship freights, the collection and 
dissemination of useful information regarding 
ijidustry and trade, and the local purchase of 


sto^. 

tariff is only one form of protection.i 
Although it is merely a negative measure, it is 
regarded in most countries as the most effective 
me*ans of pronjoting a national economic policy. 
Freedom of trade and industry ought surely to 
be the ultimatel goa for India, as for all other 
nations. But, in the abnormal circumstances in 
which she finds herself at the present moment, 
India cannot be expected to derive the same 
advantage from free trade as the industrially 
advanced countries. A departure from the 
present economic policy thus seems to be not 
only justifiable, but,absolutely necessary. Com¬ 
petition of the right sort, no doubt, is good for 

arc inapplicable to India.” And again, ” We are agreed therefore 
that there must be a definite change of view; and that the Govern¬ 
ment must admit and shoulder its responsibility for farthering the 

industrial development of the country. Though these are 

serious difficulties they are not insuperable; but they will bo over¬ 
come only if the State comes forward boldly as guide and helpe^”. 
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anduStry anfl trade-in » stfiteof li^Kand vigj^ui 
But. it would be extremely di^cult, if ,ijpt, im 
possible, for the ipimattire and ufldeyelppec 
industries of India to . stand and survive th( 
competition pf the mature and fully-developec 
industries of countries which have had a lon| 
The most advanced nations often impose 
restrictipns in the interests of children and weals 

e 

persons. Freedom of contract, in the case of young 
children, is described by political philosopher! 
as ‘another name for freedom of coercion, On 
the same analogy, it would be unreasonable to 
expect the young industries of Jndia to bS able 
to make proper use of their freedom. 

If success is to be achieved, industrial condi¬ 
tions in India must adjust thems'elves to modern 
requirements. In fact, the industrial structure 
in India will have to be built anew. But this 
cannot be accomplished in a day. The transi¬ 
tion from the agricultural to the industrial stage 
will take time. Some amount of tariff protec- 
ttion is, in the meanwhile, ‘indispensable to offset 
the temporary lead of the older industrial 
countries. But there should be discrimination 
in the application of the principle of projection; 
An “all-round, all-inclusive” protective 
cannot possibly be advantageous or benefioi^l;i^ 
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the couDtey*, It ai^e3 by some ent^usjastric, 
supportefs of a protective policy that an indis- 
criminate use of protectio* is neeessar;^ in order 
to create an atmosphere favourable to industrial 
development.* BuUthey forget to*count the cost 
of such a policy or to estimaje its probable 
ultimate gain or loss.\ The creation of an 
atmosphere is certahily aesirable, but this object 
can. be best attained through some form of 
voluntary effort, such as the swadeshi movement. 
The difference between such a movement andf 
Government action lies in the element of com¬ 
pulsion always involved in the latter, which may, 
unle.s8 proper safeguards are adopted, produce as 
much harm as good. 

^hile, therefore, infant industries should be| 
maintained at public expense during the period] 
of their education or apprenticeship, adequate care 
must be taken so as not to iillow protection to 
run* riot. Protection ought to be afforded only 
to such industries a.% have a reasonable chance 
^pf. successful developmentJ When the raw 
material required for a particular industry is 
iyailable within the country or can be easily 
ob^iii^ from abroad, when there is atu 
,^«jt»te supply of labour, and when there 

- M. Subedar’s Evidence before the Indian Fiscal 




162 


FISCAL POLICY IN INDIA- 


is also a ready market at hom§, there is primd 
“ facie ground for believing ^ that the industry 
is suitable to the circumstances of the country. 
In this view, protection will be‘required in two 
. sets of circumstances, namely, first, when an 
existing industry is struggling against foreign 
competition, and secondly, when a new industry 
is established for the sake of an experiment. 
In the former case, if it is found that ^Jie 
‘ difficulty which the industry encounters does 
not arise from any natural or inherent dis¬ 
advantages and that the superiority of ,the 
foreign rival consists only in aefjuired skill or 
experience, it ought to be assisted by the State. 
As for a new industry, it is hardly likely that 
individuals will take the risk attending such 
an experiment, unless they are guaranteed against 
possible loss. 

The primary object of a tariff is to equalise 

- . . .. - A.. , 1 

the conditi ons of p rod uctio n. But it is not 


possible to equalise conditigns in all industries. 
It will thus be necessary to discriminate. And 
great care must be taken in selecting the 
industries to be protected. The most important 
among the large-scale manufactures which may 
be encouraged in the beginning appear to be the 
following: Steel and iron' manufactur es, sugar. 
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^lasB, pap8r, leather, rtibber goods, vei^etable 

(^ils, silk and woollen goods, and cotton fabric s 

o£ji£.^er.8Qits. . 

•Iron and ste51 goods now occupy the second 
place in order cjf importance* in the list of 
India’s imports. In 1920-21, the total value of 
imported goods of this description was 31^ crores. 
There is no dearth of raw material for these 
industries in the country. Steel of a good quality 
is now being turned out by the Tata Iron and Steel 
Company. During the war, the Company made 
grqat strides, but, at present, foreign competition 
is beginning Again to hit the industry rather 
hard. A few years ago, it was hoped to establish 
no less than, seventeen subsidiary industries in 
the vicinity of Jamshedpur, but this has not 
yet been found possible. The Company is, 
however, still negotiating for the establishment 
of plants for the manufacture of railway wagons 
and locomotives, agricultural implements, wire 
products, tin-plates^ enamelled ironware, cables, 
and special steel for reinforcement* Two other 
Companies are also doing good business, and 
several more have been projected. The 
Jtiaanufacture of steel bars, billets, plates and 
sections of all kinds is increasing. The 

^Ainscoagb, General Sevieio of Die Conditioiui and Prospects of 
British Trade in India^ 19^>21, p. 00. 
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engineering ' workshops in India are trying, to 
fompete with fojeign manufactures in strue^ 
tural steel work and sjmple' steel engines of 
all kinds. ‘Jute mill machinery will shortly 
be produced at Jamshedpur an^d tea machinery 
at Agarpara h As steel is a ‘ key ’ industry, it 
fully deserves to 'be placed on a, .sound footing 
by means of protection. n 

Sugar, during the war period, used to l'au^^ 
second in the list of India’s imports. In 1920-21, 
however; there was a fall in the quantity, 
which was due to high prices. But, even they, 
the total value was no less tliaii 18| croras. 
India is the largest sugar-producing country of 
the world. The methods of extraction and pre¬ 
paration are, however, extremely primitive, and 
the competition of foreign sugar has resulted in 
a prograssive decline of cane cultivation. Sugar¬ 
cane is one of the most paying crops, and it 
occupies an important position in maintaining 
agricultural prosperity. In order that the in¬ 
dustry may thrive, it will be nece.ssary t4r replace 
the antiquated and wa.steful methods which now 
prevail by up-to-date and scientific processes. 
But as some time must elapse before this can be 
done, tariff protection and other measures of 

* AinBCOu^h, General Keviow, 1920*21, p. 76. 
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encouragiement. must be afforded. A rate 



In the opinion of the Sugar Committee, it is 
perfectly praciticable to produce the whole’amount 
of sugar requires! for con.sumption in India, and 
■she may even look forward to the time when she 
will again become an exporting country b TIm 
sugge.stion of the Committee that a Government 
Pioneer Factory should be established in Upper, 
India deserves coilsideration. 

There is a great demand for glassware in the 
country. Glass is a bulky article, but the value 
of the imports was no less than 4 crores in 
19^0-21. The raw material of glass is nothing 
but clay of a particular kind, which is available 
in abundance in the country. There is no reason, 
therefore, why this manufacture should not prove 
a success in India. 

The raw material for making paper is avail¬ 
able in the country in various shapes, such as 
sabai grass, bamboo, and several varieties of 
wood. In 1920-21, the imports of paper and 
paste-board amounted to over orores. About 

' Report? of the Sttgar Comihittoe, pp. 9 an910. 
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one-thir'd of the total- conaumptioQ is now 
produced by the^ Indian mills. ' If the industry 
is properly encouraged,^ it will be quite ^ssible 
for India t6 produce not only the^ whole quantity 
of paper required for use in the country but also 
for export to foreign countries. 

In the pre-waV year 1913-14, the value of 
exports of raw hides and skips was over 12J 
crores. It dwindled down to 51 crores in 
,1920-21. This fall was due in part to the growth 
of leather manufactures in the country, but mainly 
to the preference of 10 per cent, granted to the 
United Kingdom and the Dominions over foreign 
countries in the rate of the export duty. The 
chemicals required for the industry are mostly 
produced locally. With a proper organisation, 
India ought to be able to convert large quantities 
of her hides and skins into leather and also to 
manufacture boots, shoes, and various other kinds 
of leather goods which are now obtained from 
abroad. 

The importance of rubber manufactures is 
rapidly growing in India. In 1920-21, the value 
of imports of this class of goods was no less than 
Rs. 2J crores. During the same year, India 
exported raw rubber of the value of over Ij 
crores. The production of rubber can, however. 
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be vastly ipcreased. If rubber manufactjires are 
started in India? there will thus be no lack .of 
raw material, and, the hflme ’market for the 
finished product is sur€ to grow ^teadily in 
future. A rubber factory has recently been 
started in Ceylon,’and it is hoped some factories 
will soon be started in India, ^ut without pro¬ 
tection, they will, hardly be able to stand on 
their legs. 

‘Vegetable oils are a species of iudustry which 
deserves to be fostered. India’s consumption of* 
vegetable oil and cake is large, and is likely to 
increase with the growth of industries like soap, 
paints and varnishes. She exports huge quan¬ 
tities of oil seeds every year. In 1913-14, the 
value of the'exports of oil seeds was 24| crores, 
but in 1920-21, it declined to 16J crores. The 
entire quantity of oil seeds ought to be converted 
into oil and cake, and the oil should be fefinedj 
before any portion of it is exported. It is a 
strange anomaly that India, with her great 
resources of this commodity, should obtain vege¬ 
table oils from abroad. 

Silk and woollen goods require some assistance 
from the State. At present, considerable quan* 
tities of both these kinds of goods are imported 
into India. In 1920-21, the value of the imports 
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of sill^ piece-goods‘was Rs. 4 crores^ tiie^b»Ik oi 
yhich came from Japan. Tkere are a few silk 
factories at pre.^ent“working in India, Uut many 
mon> im^ easily bo'started. ^ The imports of 
w(K)Ilen fabrics amounted last year to over 5^ 
cmres. Bed'ore tlie war, (Jeririaiiy used to .supply 
the l^ulk of tlie.clieape.r kinds of woollen go<Hls, 
while England sent the finer <|iialitie.s. For a 
few years. Englaml was alnio.s‘t without a rival in 
this trade, although .lajain contributed a sifiall 
proportion of the total supply. But fiermaii 
go»sls are likely again U) Hmal the Indian market 
before long. The Indian mills arc turning'out 
excellent <jnalities of woollen goods of various 
sorts. The most imjiortaiit of these mill.s are 
the Lalimli of Cawupore and the'Dhariwal mill 
in tin* Punjab, (dirpets and rugs of excellent 
<}ualities are also protlueed in different parts of 
. the ebuntry, while the hand-matle .shawls have 
still retivined their excellence. The chief diffi¬ 
culty experienced by the woollen industry is the 
want of raw material of a* gofsl ijuality. But 
wool is being imported from other countries, and 
the industry seems to have a grbat future 
before it. ^ 

Lastly, we ec»ue to cotton maBufketures, the 
lai^st mill industry of India. The natuiSl 
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couditionl jo lodia iwe^quite £avonrable«to the 
growth of <he •cotton • industry. The • local 
supply of cotton ii( aband&nt,*Hnd there is « 
reqdy market ,cl<we at* hand. Although a 
cnnsiderable part of tlie deiuaiid for cotton 
gfKHls is met l)y *the local produce, yet their 
imports amount to nearly one-il>ird of the, toUil 
imports of the country. In I1I20-21, imjwrted 
<*otton goods vv{>rc valued at Rs. 102 crores, and 
exceeded any other three claasi's .of imported 
goods tjiken together. It is small wonder that 
in men's minds protection has thus come to be 
identified with^ the use of KimilcKlii. cloth.s'. As 
a matter of fact, only a small percentage of the 
imported gowls eompetes with hsad produce of 
a similar clmisicter. ' The ctjarser kinds of cotton 
gomls are thus able to withstand the competition 
of Manchester. If the owners of existing mills 
show greatei’ enterprise, and if .some more niiil.<i 
are startial, it will be quite possible in the near 
future to manufacture, within the lamlers of the 

’ ThiH wan ail nlxitri'iiiiiltt Hiftin*, himI, in liif vitlut* 

()f mip<4tod (xittiMi irtMaiH <ffrn<nMpd Uj Km. fiO which in ttbout 

the noniial ttf^urc. Kvcii in thix rear of Ixivcntt aiut trade depree* 
ekm, the iniporlM of coMoit K<*"da cxcecttini any other Kindle imiKirt 
heiid. 

*lfr. A. C. OuahrtaiKh iMiintM out tliat, in IWjO 2J, *Hhe total 
. 4(Miitity of pieoc.^iMKla coiiauniiHl in India wan 400 crorciH of yml«. 
The anMmnt of uf Minitbir chameter to tlKMo pruduced 

ia India waa kuw than 40 oromu at yurdn Ha also ahows that 
per eottt. of importad pM>ce'fcnndA are niHi-eoaipetitit'e. Hat 
Ibtes on fndinm ( HaHf^tin No. Id). 
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country, the entire qiyintity of we*rmg apparel 
required by the poorer classes ’of the population. 
The aksenee oT a'l(K!al supply of loiTg-stapled 
cotton at present offers an obstacle to the manu¬ 
facture of the finer fabrics, but the successful 
expcriinent.s which have been made in certain 
parts of the Ponjal) lead us to hope that this 
difficulty will soon disappear. This branch of the 
cotton industry fully deserves to be encouraged. 
While no protiiction is rcspiired for the coarser 
kinds of cotton goods, tlie finer qualities will 
perhaps need protection for some time to come. 

The (juestion of yam is not ,frce, from diffi¬ 
culty. It is highly desiral)le that Indian mills 
should pnsluce yarns of the higher counts, and 
a protective rluty would be helpful in this regard. 
But, on the other liand, as yarn is an earlier 
stage of manufatiture. a duty levied on this 
article, is likely to prove harmful to the later 
stage, namely, the manufacture of cloth. On 
the whole, the balance of advantage would seem 
to lie in admitting yarn fred or in levying only a 
small duty on yarns of the higher counts, until 
the mills in India are fully equipped to take 
advantage of a comparatively high rate of duty.* 

‘Mr. Amscoofth pomtR out that, altboagh there hae been a 
steady moreaao in the prodaotion of yam during the past tfarss 
years, the amount of raw cotton consumed has st^ily decreased. 
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.lute manufactureH stand on a footing dii'erent 
from other ineftistries. They have already proved 
,a success *n India. There are at present seventy- 
five‘jute mills in JBeiigal, a*nd exjxn-ts «f manu¬ 
factured jute amount annually ty over Rs, 50 
crores in value, ftefore the war, more than 
one-half of the total (exports of jute (lonsisted 
of the raw material. But the proportion has 
now considerahly diminished. If more mills 
are established, it will be po.ssil)l(* to manu¬ 
facture the whole of the raw jute within the 
country. Thi.s industry, therefore, does not 
seem to .stand iu need of State assistance. 

Industries of a comparatively small sise ought 
also to be |)rotected. Cement, pottery, .soap, 
paints and varnishes, cutlery, matehes, and 
stationery articles are cla.S8es of goods of which 
the raw material is available in the (lountry, either 
wholly or in part, and which have a reiwly market 
at home. If they are properly aided, these 
industries will add to the prwluctive [rower and 
wealth of the country. As the industrial 

This he takee to bo a clear proof that tho millii are tending to aptn 
finer ooanti. (Ropoii for \920-2\y p. 57). But Mr. Ainacooffh 
doee not apprehend a aerious loas in the whole of the cotton goodfi 
bade of Bngland. He says, ** My peraonat opinion it that, on 
balanoe, oor trade with India will oontinne to increato. The trade 
we loae in coarse grey goods will be more than made ap by 
inctauM ahipmentt of the finer cloths dae to the steady advance 
In thi prosperity of the coontry.” (P. 0».) 
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devslopment of the oountry proceeds, many new 
industries will also claim tW attention of the 
State. * ' 

(Chemicals, luachimny, and railway ‘plant 
j)rescnt sonitj difficulty. The growth of chemical 
industries is of tlie, greatest im]K»rtanee to the 
gcfiejid iudusirial advancement of the country. 
They thus deserve encouragement at the hamis 
of the tState. Ihit as the price of chemicals 
enters lafgely into the production of various 
kilids of manufactures, these latter are sure to 
1 m' adversely atfected hy any iin|)ort clttty that 
may he im[)osed on chemicals. .\ bounty in 
■such a case! would seem to he a more .suitable 
form of a.ssistiince than tariff protection. Any 
way, the <|uestion will reeptire very careful 
handling. The same thing may he sahl of 
machinery. It would he hardly right for India 
to continue to depend for an indehnite period on 
foreign eonntries for the supply of machines for 
her manufactories. I f she has to take her place 
among the iiidu.strial nations of the world, India 
must manufacture her own machinery. For 
such a purpose, India has ample raw material. 
But a duty on machinery will increase .the 
equipment charges of a fectory, and thuj yrove 
a handicap to the gi^owth of industry genhn^y. 
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As for railway plant , and* storea, any ddties 
levied on them will fall on the entirj conimuuily, 
and will, besides, ten(f U) retard the develop¬ 
ment of transport which is .so essential t(f indus¬ 
trial e.xpansioii. 'I’his diHiculty can, however, 
Ik) partially solved liy the local pun-hasc of 
stijres to the utmost e.xtent {)ossiliff. • 

These, indeed, ar^ instances of the possible 
conriict ol' interests, which may arise fnim 
time to time between ditferent indnslries. It 
is not unlikely lo happen, on sonu' (s-casions, 
that ^rmlucers of a raw material or of an inter¬ 
mediate product .will ask for protection, while 
manufacturers will oppo.se them. It is oven 
possible that taptf prot(!c,lion aftbided to some 
indu.stries may result in the cri|)plin]i{ of others. 
The danger of unintelligent interferenee with 
industry is always pre.seiit in a proteetivesv.stem. 
The details of a policy of protcetion will thus Ih' 
no easy matter to .settle. But if the earnestness 
and indepeiidcnee of the begishitiire and the 
honesty and foresight of otticials can he ensured, 
the ditii(;ultie.s will not prove insurmonntahha 
Of course, the general prine.iple whitdi will guide 
the fiscal authorities in dtsiiding Isjtween the rival 
eiainM of different industries, will l>e the Ijalnuce 
of adVh^tage to the connuunitv ns a whole. 
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The question of rates is ijnportaift. Some of 
the classes of good^ mentioned above are already 
subject to duty. Buf as the present ratqs were 
fixed wi^li sole regard to reveifiic, a reconsidera¬ 
tion of the whole matter^ will be necessary 
when a protective policy is decided upon. And 
the Meterminatton of the rates will require the 
exerci.se of great care and caution. They should 
be high enough to afford protection, but nqt so 
high as to unduly or unne<!e.s.sarily add to the cost 
of living. The existing general rates may continue 
for revenue purpose.s, iinle.ss it is found desirable, 
on financial grounds, to enhance w reduce them. 
But special rates should he fi.xtjd for purposes of 
protection. As a rule, a protective duty of 20 
or 25 per cent, ought to be sufficient. In 
exceptional (urcumstanees, however, higher rates 
may he justifiable. In this connexion, a serious 
drawlmck, which is characteristic of high duties, 
must not he lost sight of. They always have a 
tendency to encourage smuggling and put a 
heavy strain on the honesty of officials. In the 
interests of protection, it will perhaps be found 
necessary to expand the free li.st. All raw 
materials of industry .should be allowed to enter 
the country duty-free. 
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for .the suCbessful development of "indtstry.\ 
The primary aim of the future ^arift’ policy of 1 
India wilf thu.s be t<f .secure the home market 
for the home prfKluce. A carefully adju.sted 
protective system will enable herito put an end 
to the present abnormal state of things. But 
an indiscriminate incrca.se of cu.stoms duties "will 
produce harmful cojisequences. It will not only . 
destroy India’s external commerce, but prove 
harmful to her social as well as her ecsmomic life. 

While it is ncce.ssary to uuMlify the prc.sent 
position of too great dependence of India upon 
England, it is 4ieither po.ssible nor desirable, for 
her to attain absolute economic independence. 
We cannot walj ourselves in with high protective 
tariffs, and the attempt to do so is sure to end in 
disaster. This will Ije neither liconomically 
good, nor morally justifiable. Isolation ^ould 
lead to stagnation, whieh in its turn, would result 
in degeneration. Besides, iutcr-dependence of 
all nations is a higher ifleal than economic self- 
sufficiency. If we look at the question from the' 
practical stand-point, we cannot resist the conclu¬ 
sion that the days of self-containment are gone, 
and are not likely to return. With the rapid 
development of means of communication, the 
world is &st becoming one economic unit. 
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It afioaM also be rernetnbered tlnS the sobsti- 
tutaon of florae;?tic prodnctiori for irapcntg is not 
necessarily a national gaiii. The fostering of 
some industries may entail an unnecessarily 
heavy bunlen fKi the comiunuity without securing 
a corresponding a(lvantag(' to it. In such cases, 
pi'otdction would mean sheer loss pi the nation. 
The best thing for India to <l(i will, tlierefore, oe 
to eonet'ntrate her energies on the prcaluction of 
such artie.les as she will tind it possible to make, 
under the changed circnnistances, at less cost 
and with greater etticienc.y than otlnn- countries, 
and to im)>ort those articles whi(7li she can buy 
cheaper than make at home. It is not likely 
that, for at least some time to crane, she will 
tind it advantageous to cmlrark upon the 
production of goods involving secret processes, 
or requiring exceptional technical skill or the 
'n.se of highly specialised machinery, such, for 
in.stanee, as syntheti<- dve.s, delicate ,seientifie 
instruments, and watches, 

Kach industry seeking itrotection must thus 
establish the validity of its claim. Protection', 
should begin only when a particular industry 
is fully equipped to take advantage of it. And 
it should be continued only for a reasoimWe 
period, and not indebnitely. As soon as the 
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l^teoted ioitafttiy is able .to stand on its own logs, 
or it is found that* it has no chance of proving a 
snojess, |)rotection should be withdrawn. The 
exact period for which * protection tmay be 
afforded will, of course, depend upon the nature 
of the particular mdustry and other circum¬ 
stances. But fifteen years wobld seem to be 
a reasonable period in most cases. If, after the 
lapse of the specified number of years, it is 
found, as the result of careful examination, that 
the industry has made satisfactory progress, but 
that some more time is needed to place it on a 
footing of stability, the period may be extended. 
At the end of the term of apprcntice.shi[), every 
protected industry should be allowed to breathe 
the vitalising air of freedom. Comjietition will 
then give it strength and vigour. To continue 
protection after the need for it has ceased will 
be to encourage indolence and inefficiency A* 
policy which seeks to keep the industries of 
the country in perpetual tutelage can only result 
in decadence and fetrogression. The danger, 
which Prof. Smart points out,—“ once an infant, 
always an in&nt ”,—is real, and must be guarded 
against. We want in India strong, healthy 
industries, not perpetual infants. The great 
evil of a protective system is the growth of 
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vested interests. This can only Ije* prevented 
or ohecked by the formatiorf ,of a wide-awake 
public opinion Tronl the ve^y beginning. 

Tlie t^porary chtfl’acter of,a protective ^uty' 
sliould be particularly eraphasi.sed when the 
article protected is one of tlft necessaries for the 
pooscr sections of the community. The 
immediate tendency of protection is to aftect in 
almo.st entirely opposite directions the interests 
of producc*‘S and consumers, although, in‘the 
long run, their interests are identical. Of cour.se, 
producers are also consumeis, and consumers, 
generally speaking, are producers of some Wt 
or other. Both these classes arc thus, ultimately, 
benefited equally by an improvement in the 
general well-being of the comniifnity. But' in 
regard to particular commodities, it may 
frequently happen that, while the producer will 
, derive an unconscionable gain from a protective 
duty, the, consumer will suffci- an undeserved loss. 
It will be the duty of the State always to hold 
the balance between all -parties. On .some 
wcasions, it may even be necessary to take 
into special consideration the interests of the 
consumers, who are generally the weaker party. 
It is of the utmost importance to ensure that 
the tarift' policy of the country is determined for 
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tlie good ofrthe comq^unity iw a whole, and is not 
dictated eitifer by the manufacturers of England 
or by th*e mill-ownefs of India. 

While protection should be tcmporaty in most 
cases, it would be wrong to regard protective 
policy as a “ necessary evil.”* Most people 
would rather be inclined to "consider it* as a 
necessary good, fpr protection is advocated in 
India chiefly as a means of national reconstruc¬ 
tion. This, however, is a more or less academic ^ 
question. 

Tlie arguments which have beiui advanced ^ 
in favour of. withdrawing protection at the 
earliest possible moment do not, of course, apply 
to industries which are essential for purposes 
of defence, or which are of vital importance to 
the economic life of the people. Such ‘ pivotal ’ 
or ‘ key ’ industries will require continued ^assist¬ 
ance. 

Special protection may sometimes be necessary 
against foreign goo<ls favoured by such measures, 
as dumping, bounties, subsidies, or transport 
concessions. Measures like these often have for 
their object the supplanting of local produce by 

‘It U interesting in this connexion to recall the opinion of 
Kobatach, who held that protective raoaeuree "area suitable moans 
of guarding the interests of a particular ngtional economy; they 
are a necessary evil of historic origin which will disaiipear ns it has 
come when it has lived its day.” 
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foreign produce with ' the. hi^ of *an artifit^l 
advantage. ' In order to equalise the conditions 
of production, it may, be dSsirable in such cases 
to levy a duty on the imported product.' 'But 
the mere fact‘that a particular country affords 
protection to its industries will not be enough to 
justify the imposition of prohibitory duties in 
India. These measures may, in fact, be either 
benignant or malignant. When the objecj is 
merely to encourage a young industry, there 
is no cause for complaint. A case of dumping 
arises when goods are sold in the Indian market 
below their cost prices or at prices lower than 
those at which the goods are currently offered 
in the country of manufacture. Durtiping may, 
however, be accidental. When the surplus 
goods of a foreign country are sold at low prices 
at a tjme when the home market is in a depress¬ 
ed condition, no objection can reasonably be 
taken to such sale. When, however, a policy of 
dumping is resorted to with the deliberate and 
persistent object of killing an Indian industry, 
a protective duty would be justifiable as a 
measure of defence. Such dumping, as luis been' 
rightly observed, produces a feeling of insecurity 
in the corresponding industry of this country, 
which diminishes the incentive to development 
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^ Afltsi-ddn^ing measuTM htive been adopted in 
various countries.* tn the United States,‘it is 
unlAwfuWor any pergon to iihpoft dumped goods 
' intq the country. The Tariff Act, J907, of 
Canada provides for the levy of a special duty on 
dumped goods.* Iif India, a special ‘ anti-dump¬ 
ing ’ duty, equivalent to the diiference betjveen 
the selling price of the article in this country 
and its fair market value in the country of 
origin, may very properly be imposed, in order to 
counteract the evil effects of a foreign dumping 
policy. 

The influence of a protective policy on prices 
is a matter which should be carefully considered. 
It is mainly through prices that a protective 
duty affects the foreign, as compared with the 
local, produce. The principal use of a tariff is, 
in fact, to 'secure differential advantages in 
markets. But it is extremely difficuh to^ 
estimate beforehand the possible effect of an 
import duty on the price of the article on which 
it is levied. A very small duty may sometimes 
have no effect on prices at all. But, as a rule, 
when an import duty is imposed on a com-, 
modity, the tendency of the price is to rise by 
the full extent of the duty. But the actual rise 

* yid$ B«port of tho Committee on Commerciat and Induttrial 
PoUojr After the War, pp. 44—46. 
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in price is seldom equal to the amqjint of tha 
duty. * The imposition of the cfuty disturbs the 
equilibrium of demand and supply, and Vhe price 
at which* a fresh equilibrium, is established 
depends, first, lyion the elasticity of the demand, 
and, secondly, upon the elas'ticity of the home 
prodiKition as coitipared with that of the foreign 
production. If, as a result of the duty, there is 
no fall in the demand, or if the home production 
fails to increhse, tlie whole of the duty appears 
in the price, and, consequently, the entire burden 
falls on the consumer. If, on the other hand, the 
demand tends to decrease, or the,supply of the 
home produce shows a tendency to increase, the 
rise in the price of the article is less fnan the 
amount of the duty. In such a case, the burden 
is borne in part by the foreign producer who, in 
order to retain the market, is compelled to curtail 
'his profit. Prof. Pigou is right in expressing 
the view that “ a part of the direct burden of 
import duties is, in general, shifted permanently 
on to the foreigners.”* 

‘According to Prof. Pigou, this takes place because the ratio 
^ interchange is altered in favour of the taxing country. Vide 
Protectii'e and Pi'efei'enfial p. 23. 

Prof. Marshall is of opinion that a part of such burden is bonie 
by the foreign producers in the following cases : (1) if one county 
is the chief consumer of a thing for which another has spedal 
natural advantages, a tax on it may cause the exporters to woric at 
barely remunerative prices; (2) when produoen in one ooOatry 
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•Prof. L* \ Birck, a Dijtch* economist, flraws 
attention to fcnotfier side of the (juestion. • He 
says* “Tlfe duty, which increases the price at 
*home, will often depress tlie world-prite. The 
consumers of the importing counb-y, who must 
now pay import duty, are not able to pay as 
much for the goods, duty unpaid, as they »'ere 
before, while the duty has further caused an 
increase in the quantity in the country itself, 
which again means a smaller demand on the 
world market.”’ 

The main object of a protective duty is to 
secure an incrcjjse in the price of the commodity 
protected, and if the price fails to rise, this 
object partly frustrated. It is not, however, 
wholly frustrated, because the fact that the 
foreign producer is compelled to work under less 
advantageous conditions is an indirect gain to 
the home producer. But whether the rise in. 

have set themselves to cater for the special requirements of another, 
they will go a long way towards meeting any import duty that is 
soiMenly sprung upon them, until they have made other arrango' 
ments for utilising their resources; (3) when a particular brand, 
yields monopoly profits high above the normal, such profits can be 
annexed in part. 

Mr. J. A. Hobson, on the other hand, holds that the ordinary 
notion that * the foreigner will pay ’ the import duty, is void of sub¬ 
stance. The circumstances under which he would bear some 
pOTtion of the doty are so rare and so incalculablo that no 
ment c^cials could be safely entrusted with the adjustment of snob 
a tariff." Taaation tn th4 Netc State, p. 134. 

0 The Theory oj Marginal Value, p. 257. 
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price is lai^e or snail, there is, as S ihle, some 
rise. .Moreover, the increase'is not always limited 
to the prices o# the dutiable goods alone. - A 
change in^the price of'one commodity influences 
the coiKsumption and, therefore, the prices of 
other commodfties. It is ‘also necessary to 
determine the eflject of protective duties on pro¬ 
duction-costs. If the co.sts of production of 
protected articles rise along with the rise in their 
prices, no a(\vantage is gained. But profits can 
• be secured if duties are levied in such a way that 
production-costs may not rise at all or rise to a 
less extent than the rise in prices. 

The rise in prices is temporary or permanent 
according as the effect of a protective iduty is 
wholesome or otherwise. It may happen that 
the imposition of the duty will lead to the 
investment of larger capital in the industry, the 
adoption of improved methods of production, 
and the establishment of new factories. In such 
a case, the increase in the size of the enterprise, 
securing economies in natural r^urces, labour, 
and capital, and making organisation more 
efficient, will reduce production-costs, and the 
growth of local competition will ultimately bring 
down prices. On the other hand, it is possible 
that; the protected manufacturers will remain. 
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st^sfied v?it];^ the gain swuHd to them bjf' the 
duty, instead of elert'ng themselves to improve 
the Industry. The pse in Che f)rice will then 
‘tend, to become p«grmanent.* , 

When, as the result of the policy of protection, 
foreign competition*is eliminate^ the price of 
the article in question will be* determinec^ by 
competition among domestie produeers. It is 
not improbable that, under sueh cireumstanees, 
the* proteeted TOanufaeturers will combine in 
order to maintain a quasi-monopoly price. The 
State will then find it necessary to take prompt 
actibn. And one or all of the following courses 
will be open to it. Protection may he withdrawn 
as soon as sueh an undesirable effect manifests 
itself, or some legislative measure may be enacted 
to declare such combination illegal, or a sjjecial 
tax may be 'levied on the excess profits of the 
enterprise. The legitimate object of protection^ 
is to foster industries, and not to put large profits 
into the pockets of manufacturers. Under no 
circumstances, would the State be justified in 
taxing the poor to benefit the rich. 

A tariflf is often described in Europe and 
America as the ‘ mother of trusts,’ and in so 
&r as this description is correct, it must be 
n^jihtded as an evil. . But combinations, in 
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themselves, are not undesirable. Thej' often lead 
to the maximum efficiency oi machihery, capital, 
labour, and adiniidstratioin But when tJiey 
become monopolies, aiul tlieir real object is found 
to be, not the perfecting of organisation, but the 
regulation of output and price,s so as to earn 
unconscionably •■high [irotits, they must be 
discouraged.* 

Speaking in a general way, it may be .said 
that protective duties will tend to add to the 
cost of living. Such di.sadvnutage i.s likely, how'- 
ever, to be counterbalanced, in part, if not 
wholly, by an increase in the income of at least 
some classes of the population, provided the 
right commodities are selected for protection. 
The establishment of new industries will increase 
the demand for labour, and, consequently, wages 
will rise. This rise in the wages of industrial 
labourers will affect the wages of agricultural 
labourers, for there is no hard and fast line 
of division between these two classes of wage- 
earners. The middle elasseS will gain in so far 
as the managers, supervisors, and clerks will 
be drawn from these strata of society. The 

‘ The Committee on Comnieroia) and indoetrial Policv point out 
that the attempts made in different countries to establish State 
control of monopolies have been directed towards (1) judicM and 
administiative regulation and limitation, and (2) the securing of 
pablioitj. 
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^ re»iuneration*of capital is jikoly also to inca^ase. 
Whether or ribt tfie increase in the incomes of 
the (lilfereBt classes o£ the community will com -1 
pensate them for the loss suffered by <them in ) 
the shape of the addition to the cost of living 
is a matter which tiifie alone will show. But it 
is probable that capitalists and wige-earners *i'ill 
be benefited by the new policy to a greater 
extent than the men belonging to the clean¬ 
handed or the learned professions. • 

It is more than probable that the adoption of 
a protective policy by India will induce foreign 
firms to establish themselves in the country in 
order to get the benefit of the protective tariff'. 
The autHors of the Report on Constitutional 
Reforms expre.ssed the belief that the protected 
industries would be “largely financed by foreign 
capital attracted by the tariff." Mr. T. N. 
Ainscough, Senior Trade Commissioner for. 
England in India and Ceylon, suggests in several 
parts of his two interesting Reports that British 
manufacturers should start branch factories in 
India. And when British firms establish them¬ 
selves here, other foreign firms will soon follow 
suit It would certainly be wrong to object to 
such establishment on the mere ground that the 
owners of these concerns are persons of foreign 
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extraction. A fetjin^ of antipadiy towarcjs 
foreigners ought to be strongly deprecated. But 
the treatment Vhich Indians have in»the-^ast 
received ft the hands of foreign capitalists cannot' 
but make them apprehensive in regard to the 
future. It has always been the policy of the 
Govgrnment of,India not. only to maintain an 
open door in this respect, but to attract foreign 
capital to tl\e country by various inducements. 
As a result of this policy the profits of industry 
have left the country to swell the riches *of 
foreign nation.s. And the only benefit which 
the people have .so far derived from the plos- 
perous foreign undertakings has been, to use the 
words of a British official, that a certain" number 
have earned wages “ in subordinate positions, or 
by doing coolie work.”' 

Exploitation has, indeed, been the watchword 
ef foreign capitalists. And in this work they 
have always received the fullest measure of 
support from the Government. Not only has 
no stimulus been afibrded tq indigenous enter¬ 
prise, but foreigners have been favoured as against 
the children of the soil. No attempt has been 
made to conserve the mineral resources of tffie 
country, and the well-being of the labourers ha?,! 

^ Sir A. Ch^ertoDf Not^t on Indmtrial »n I9M 
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untii recently, been istfKily*ne|lected. Buff there 
is nothing in Ihis to cause surprjpe. Discussing 
^ the different aspects of ^ the question of the 
export and importrof capital in an admirable work, 
a well-known writer observes: “Jlistory shows 
that capital may be used for purposes of exploita¬ 
tion in the worst sense of the word. Euro^an 
relations with India in earlier times, and in more 
recent years with parts of Africa and South 
Aijerica, are particularly flagranl examples. 
Capital has been employed in numerous instances 
to drain countries of their resources, to weaken 
them economically, and to degrade them 
morally.”* 

It was the ,fear of further exploitation which 
led ardent patriots like Dadabhai.Naoroji and 
Gopal Krishna Gokhale to hesitate to ask for a 
protective policy for India. They apprehpnded 
that the benefits of protection would be reaped by* 
foreign capitalists, while the poor people of 
India would be saddled with taxes.® But even 

*C. K. Hobson, o/Cajwitoi, p. XIV. 

* Dsdftbbai Naoroji wrote many years ago i India sorely needs 
tbe aid of English capital; but it is English capital she needs, and 
AOt the English invasion to come also, and eat up both capital and 
'<prodaoe.*' Poverty and Un-Britieh Rule in India, p. 229. 

Mr. G. K. Gokhale said in 1911: "There are two kinds of 
wqtfctkmt the rig^t kind and the wrong kind. . , . Inftnentitl 
mtere^ influential combinations, inflaontial parties in England, 
-who ^.have ready access to the Secretary of State, to whom we 
hftTO BO aooess. will not fail to take the fullest advantage of the 
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more, serious thanl ec 9 nomic explojtalion is the 
danger of political influence*. * It is unfortunately 
true that tlie influence of the * European 
mercantilecommunity of Indi!ii.s often exercised* 
in opposition^to the political rights and a.spira- 
tions of the people. One* cannot fail in this 
(ioiMiectiou to recall the various acts of oppression 
committed by the indigo-planters about the 
middle of the last century in Bengal, and in more 
recent years in Champaran. - 

Some incidental disadvantages of foreign 
<japital arc also worth noting. Any considerable 
importation of foreign capital will lead tb an 
increase of what are called the Home Charges, 
the amount of which is already large. * Besides, 
as such capital will be imported in the shape of 

situation, and this hu^c engine of protection, which is a vast power, 
will bo employed, not in the interests of tlie people of India, but in 
the interests of those parties." And again: “The factories which 
^will receive the protection arc those run on Kuropeau lines, and it 
• is no use disguising the fact that most of these factories are in 
Kuropeau hands, and the profits go to Kngliehmen." Mr. Bhupendra 
Ninth Basu also expressed similar sentiments. Vide Debate (n the 
Indian Legislative Council, March, 9, 1921. 

* With regard to the political danger arising from foreign capital, ' 
C. K. Hobson says, “ In oases where the borrowing countrj' is weak, 
lenders may consider that their interests are host served by 
«H<ax)aching upon the political independence of the borrower, aod 
the government policy of the lending State may be formed accord* 
ingly.” Ejtport of Capital, p. xxl. 

^For detailed accounts of the indigo troubles in Bengal, see 
Buckland, Bengal under Lientemnt-Oovernwe and Mitra, 1‘^tgo 
Dieturbancee Sir Sankaran Nair’s Note of Dissent to the' 
Despatches of the Government of India, 1919, gfves a short bnt 
accurate account of the distress in Champaran. 
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gpods, th*e Jarge influx _ of/foreign goods will 
prove harmful to indigenous industries. Lftstly, 
the‘orgaaisers of foreign concerns will, more 
’ oftep than not, ipiport th^ stores necassary for 
their use from their own countries, thus retard¬ 
ing the industrial dfivelopment of India. 

Adequate safeguards are, thetefore, needed to 
prevent the evils which u.sually accompany foreign 
capital. It is necessary in this connexion to 
remember the "rlistinction between loan capital 
and entrepreneurs’ capital. In the former ca.se, 
only the interest goes out of the eountry; in the 
lattftr, the profit as well. The history of other 
countries tells us that it is only in the earlier 
stages 0 # industrial development that foreign 
entrepreneurs’’ capital is considered necessary. 
As a country progresses in industrialization, every 
eflfort is made to replace entrepreneurs’ capital 
by loan capital, which, to use the words of a* 
well-known economist, “ leaves in the possession 
of the debtor country the excess of its earnings 
above interest, thu.'? operating to enrich the 
latter more rapidly and at the same time eliminat¬ 
ing the unavoidable personal influence of the 
foreign capitalist on the domestic economic, 
policy”’. If the want of capital be found to 

* Onnzel, Eeottimu: Protectionism p. 264. 
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prove; a real hindrIncQ to industrial, developm^t 
by Indigenous agency, the * Government may 
borrow in Europe or America, and lend to IMiau 
industrialists. The loan market is now becoming* 
more and mofe international, and as the credit 
of the Indian Government ds good, there ought 
to "be no difficulty in obtaining the necessary 
amount of loan capital. 

Of course, no one will grudge to pay the 
legitimate rate of interest for the use of capital, 
such as is paid by borrowers in other countries. 
What in India is really objected to is not so much 
foreign capital, us control of industrial eater- 
prises by foreigners. At present, a substantial 
proportion of the capital invested in' concerns 
managed by Europeans is owned by Indians, but 
there are extremely few Indians on their 
Directorate Boards or in any positions of real 
responsibility and influence. One remedy for the 
present state of things is to encour^e mixed 
enterprises which offer equal opportunities to 
Indian and European capital, skill, and organising 
ability. The promoters of prospective forei^D ^ 
ventures may be compelled to open their shan^ 
to Indians as well to Europeans. To facilitate 
the attainment of this object, all flotations shoitlfl i: 
be in rupee currency. Further, the law relaliag 
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to. tile foriif^tioii of Com^^nies niHy |;ie so 
amended as t» provide for the adoption tif a 
systdin of^ proportioryil representation for the 
‘election of the Directors of ^very Company or to 
make the appointment of at least one-lialf of the 
Directorate Indian ih personnel. Similarly, the 
existing foreign conceyis may !>« partly nation¬ 
alised. If the foreigners obstinately refuse to 
come to reasonable terms, a penalty in the shape 
of ah excise duty or sales tax may liave to be 
thought of. 

It would be very desirable to avoid all racial 
questions in matters connected with trade and 
industry. But this would be possible oidy when 
the fore'igu entrepreneurs who derive so much 
benefit from tfieir connexion with India agree to 
accord fair and equal treatment to Indiana. Of 
course, if foreigners .set up their skill in the 
country and impart it to the people, all cau.^e foi». 
dissatisfaction will disappear'. But if they 
continue their present policy of domination and 
exclusion, things are fture to go from bad to worse. 

. U » ioteroBting in this connexion to note that Count Okttma 
advoo»ted the admiasion of foreign capital into Japan; but he 
wr(^ *' In euch an event, however, foreign capitalists intending to 
invest in Japanese indnstries should recognise the advisability of 
teaching the working of such iudustrieB to the Japanese, for if they 
insist upon employing officere, engineers and workmen of their own* 
Dstk^lities, it is likely that they will find their undertakings to 

failures, or, at the bek, to yield only small profits*'. Fifty Tear* 
tifNwf Japan, Vol. I, p. 642. 

N 
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Now ,that India ^is self-conscious, "it isnyot 
likely that she will allow her ‘children to remain 
any longer in fhe ftositioii of hewers of wood and 
drawers pf water, evdh in fields industrial.. . * 

We come now to e.xoisc duties. Such duties 
as are imposed on alcoliolic liquors and other 
intoxicants call* for no cojnnieat. But counter¬ 
vailing excise duties ai-e of a different character. 
The theoretical justification for the imposition of 
such duties is to uphold free trade princi|)les. 
These <luties were originally levied in India 
to neutralise the protective character of the 
cotton import duties. The injustice of "the 
measure was so great that it called forth 
remonstrances from all fair-minded " jjerspns, 
including some high British officials.* If a 
policy of protection is now adopted, there will 
be no room for excise duties. These duties tend 
.•to dftcourage local production. Besides, their 
assessment and collection involve a searching 
enquiry into production and the use of an 
expensive and cumbersome'machinery. 

Prof. Pigou is of opinion that a somewhat- 

>Mr. C. C. Stevens said in 1894: ‘Mt certainly appears at fin# 
sigitt to be driving the doctrine of free trade rather hard to 
the l^ielatore of a country to impose a somewhat troublesoBie 
* and unproductive tax» in order that its own manufactures may be 
free from the snspioion of admntage, however slight, over fat* 
ported goods”. Proceedings, Imperial Legislative Oonncn,. 
DooeiDbor,M894. , ’ 
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greater afivantage would' j^e obtained ^by a 
taxing country if d given revenue were eollocted 
by protective import duty, instead of by a 
*oust 9 ms plw excise duty.* Tliere is, Jiowever, 
reason to expect that the l(itt(>r metluxl of 
raising revenue w^uld, in general, hav(.‘ a 
smaller effect in raisiiig the price of tlic tiyced 
article, and, therefore, in injuring consumer.s. 
But he holds that, on the other hand, a part of 
the'iujury to «onsumers inflicted by prote(5tive 
duties is (jompeu.sated by a gain to producers 
within the country, wlienias no part of the 
injifry inflicted by a customs excise duty 
is thus compensated.' 

It is Itue that the burden of a I'oun ter vailing 
excise duty fends to fall on the ])roducer, 
rather than on the consumer. But the greater 
part of the cotton exci.se duty is not countervail¬ 
ing, for the Indian cotton goods which (sirfipett*. 
with foreign manufactures are only a small 
fraction of the total of gowls on which the 
duty is levied. In* respect of the hulk of 
cotton goods, therefore, the iluty falls on the 
consumer. The only ground on which an excise ' 
dhty can reasonably be supported in India is, 
small measure of protection which it affords 

and Preferential DutieA, Cli. 1. 
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to the, hand'loom fcdijstry. It WQjal^ be going 
beyobd the scope of this subject to djscuss 
whether the financial exigencies of tlft Govern¬ 
ment woald justify the imposition of a tax in ° 
itself so objectjonable*. 

Export duties stand on' a footing entirely 
diff'erent from ‘that of ampQrt duties. The 
burden of an export duty falls on the domestic 
producer, unless the article happens to belong 
to the category of a monopoly ifi which case it 
is borne by the foreign consumer. Ordinarily, 
therefore, an export duty places domestic 
produce at a disadvantage as .compared with 
foreign goods in the foreign market, and thus 
tends to discourage home production.' Such a 
duty should, therefore, be imposed only if there 
are .special reasons for its imposition. At 
present, revenue considerations dominate the 
•^licy underlying export duties. But here also, 
a policy of protection, if applied with due care 
and forethought, may prove useful for purposes 
of industrial development. Sometimes, it may 
be desirable to levy export duties on raw materials ■ 

> In t9U, Mr. M. B. Dadabhoy moved a reaotution in the Imiieriai 
liegislativc Council, urging the abolition of the cotton excise doty. 
.It was supported by the leading Indian members and also by Sir 
SaMoon David ropreaonting an important section the European 
mercantile community. But it was opposed by the Gowrnment on 
the ground of loss of revenue and aho of possible injury to thb 
hand-loom industry. Proceedings, 9th March, 1911. 
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itf order to encouragf their inanufacture avithin 
the country. ‘A duty on hides and skins is a case 
in point. ^Unfortunately, however, the present 
duty of 15 per cant, is coupled with a*rebate of 
10 per cent., for which there is justification 
whatsoever. A strong case can also be made 
out for an export duty on oil *seeds. There is 
bound to be a contipuous demand for this commo¬ 
dity in the home as well as the foreign market, 
and the local manufacture of the i^w material 
is desirable from many points of view. A 
home market is more certain and steady than 
a foreign market, and the conditions in the 

former are better known than in the latter. A 

• • 

small export duty may, on similar though not 
equally strong grounds, -be suggested on cotton. 
The retention in the country of bones and other 
kinds of manure may be .secured by means of 
an export duty, and this expedient would alscr 
be justifiable for conserving the mineral resources 
of the country. 

But it would not *be advisable to extend this 
policy too far. A high duty may drive the! 
buyers to look for substitutes for the protected i 
articles. And our unfortunate experience in the 
past ought to make us careful as to the future, 
il^e saltpetre industry was practically killed by 
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the ^Mgh duty iiiposed ^oh . it. • Indigo alSo 
suffered to sonje extent from the burden of the 

<C* * 

export duty. An ad^itiorf to the export duty on, 
jute is sometimes advocated some quarters. 
Whatever ma» be said in favour of an increa.sed 
duty on raw jute, it would be very unwise to 
increase the burSen on th4 manufactured article. 
In thi.s regard, the discussion as to whether jute 
is an absolute, or only a conditional, monopoly 
appears to *bc of merely academic importance. 
From the practical stand-point, it would be safe 
to regard jute as a temporary monopoly. Efiprts 
are being made in Germany to find substitutes 
for jute, and if the price of the article js artifi¬ 
cially raised, the industry is sure to be in great 
danger. There is one feature with regard to 
jute'which introduces a special difhciilty into the 
question. Jute is grown only in one province 
‘of India. The other provinces are not concerned 
in the procluction, but they are all interested in 
the revenue which is derived from this source. 
The temptation is thus .strong to raise a laige 
income by taxing this article. But unless the 
temptation is resisted, they may, though unwit-^ 
tingly, kill the goose that lays golden egga 
The question of an export duty on food-stttiSfe 
is beset with difficulties. It is open to 
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whether thene is, ,in fi narmil j^ear, any export¬ 
able ^ surplus ' of food-grains in ^ the country. 
Some persbns, whose* opinioirs are entitled to 
weight, hold that* tlie total production of food 
in India is not suflSoient for her pwn consump¬ 
tion, and if everybody were to be adeijuutely 
fed, she would baa food imporling, not export¬ 
ing, country. The^natter demands a full investi¬ 
gation. As the (]uestion .stands at present there 
is something to be said on eithei' side of it. 
The export of food grains causes a rise in their 
prices. Now, every person in the country is 
a consumer of food. The rise in the prices thus 
affects the whole community. From one point 
of view,* therefore, the levy of an export duty, 
which restricts the exportation of food, may be 
regarded as^ beneficial to* the community. Jiut, 
on the other hand, it is argued that agricul¬ 
turists, who are mostly poor, and who constitute 
the bulk of the population, are benefited by the 
high prices of food-grains under a .system of 
free 'export, and the well-to-do classes can easily 
kfford to bear a slightly higher burden. In this 
connexion, it is necessary to enquire whetheif' 
the increase in the prices due to foreign demand 
actually reaches the cultivator, or is intercepted 
by nuddlemen. If the cultivator gets the- 
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benefi;^, the case foie frpe export becomes strong. 
But' if the enhanced price goes to enrich the 
mahajans or the enterprisi/ig foreign firms, many 
economi.sts would support a restriction of export 
by means of an export duty. 

Another argument against restrictions is that a 
falldn value, artificially created, may lead to the 
substitution of non-food crops for food-stuffs. It 
must be admitted that there is great deal of force 
in this arguiiient. But, of course', none of these 
arguments would apply to periofls of famine or 
scarcity. In .such circumstances, not only an 
export duty, hut even absolute prqhibition, would 
be justifiable. But control of exportation would 
hardly be desirable even in such cases, for inter¬ 
ference by Government officers with the course 
of trade has come to be associated in the public 
mind with dishonesty and favouritism. 

. ‘ Import duties in India are partly specific, and 
partly ad valorem. The chief merit of specific 
duties lies in the ease with which they are 
administered. But they are inequitable in in¬ 
cidence, inasmuch a.s they fall more heavily on 
cheaper V8i;ieties of goods. They are thus oppos- 
^ to the doctrine of ability in taxation. On 
tke other hand, ad valorem duties are difficult 
to administer; but they are more equitable. For 
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the levy of«duti^8 vodovem in Indian some¬ 
times the invoice values are considered; in other 
cases, conventional \«lues are fixed for definite 
peribds. On thw other hand, in couittries like 
the United States, the goods are feixed according 
to their value in the local market at the time of 
assessment. From die admifiistrativc stand¬ 
point, the 1 ndian, system is preferable to the 
Anjerican, but it is le,ss responsive to variations 
in prices. As a means of affording {Protection to 
industry, the latter method is more effective. 
Buf it makes .so great a demand on the efficiency 
and honesty o£ officials that it would be hardly 
desirable to urge its introduction into tbe Inldian 
financial system at the pre.sent moment. . 

We come now to the (juestion. What effect 
will a policy of protection have on the foreign 
trade of India? This question is not so easy to 
answer as appears at first sight. One thing* 
however, is certain, namely, that there will be a 
change in the character of the trade. India will 
no longer remain an exporter of raw materials 
and an importer of finished goods; but these 
two classes of goods will figure more or less 
equally on the import and export sides of hey 
teansactions. Whether or not there will be 
& diminution in the total volume of the foreign 
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trade fe more than ()&n*be prophesieS at presenV 
But even if theje bf some diminution in volyme, 
it would not be injurious *to the best interests 
of the country. The preseift trade position 
of India is wholly abnormal. As has been 
observed by a well-known writer, the annual 
statfstics of the external commerce of India 
are not, as in the case of other coi?ntrie.s, a 
barometer of the progress and ^prosperity, of 
the nation'. On the otlier liand, as has been 
explained in a previous chapter, her foreign 
trade has grown at the expense of Jier 
indigenous industries and her Internal tradb. 
The trade returns of India are thus an judex of 
her economic weakness rather than strength. 
In no country are the interests of foreign trade 
and'local production alwa}s and.-necessarily 
identi(jal, and in India they have been, and at 
Ihc present moment are, almost diametrically 
opposed to each other. ^ 

* J. W, Root, Trade Rdationn of the BritUh Btnpire, Ch. V. 

• 

* L. 8. Amery says, “ The volume of trade, mote specially, the 
volume of foreign trade, boars no relation whatever to the total 
national production or to the national well-being dependent 
upon it. The national interest in foreigb trade lies not In the 
volume of that trade, but wholly in its olmracter ae providing ns-. 
tenanoe for industry or opportunity of employment.'* Fundamental 
taUacies of Free Tirade, p. 98. So alw, H. Hirst writea: "If 
trade is to be profitable to any country in proportion to ite 
volume, it Is essential that it should busy itself only with the impat 

su^ commodities as the land is inoapalM d growing or 
j^uodneing, and with the largest export of nch oommodittM •• 
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*Tlie futai^ w^l-heing* of the countrj' will 
thu}^ depend !iot upon the f^r^wtii of its foreign 
trade but'upon its internal* development. A 
wi.se* policy of protection will lead to fndustrial 
expansion, winch will far outwcigli any pos.sible 
disadvantage arising from the contraction o'f its 
external comnieree. ft need not, howevctf be 
apprehended that .the po,s,sible decrease in ♦the 
volynie of India’s foreign trade will be .so great 
as to affect in any appreciable degree* her balance 
of trade. Moreover, such diminution is likely to 
be only temporary.* The increasing industrial¬ 
isation of the country will continually add to the 
purchasing power of the people. Besides, as 
industrial expansion proceeds, India will produce 
more and more for foreign markets, instead of 
remaining satisfied with the home market. .And 
in proportion as her exports increase, she will be 
in a position to buy more goods from abroad. *• 
So far we have confined our attention to large- 
scale industries and .small organised industries. 

the land can and doen • Sintt* Anpecfn of 

tariff Reform, p. 3. 

ThiN view reoeivcH support from J. (irunrycl, who saysr 
**When an amount equal to or oiceediuK that which is gained 
In foreign trade is ioet through the restriction of home production, 
there is no gain, but eventually a loss is suffered. Import* 
sition and exportation do not stand in relation of direct oommunictf- 
tioB, but are separated from each other by production and 
oAzunmption, and hence a continually favourable inner economio 
twli^ioemay be able to dfset an anfavourable outward eoonotnio 
baaobe.'* RconoiKie Protettionifm, p. 181. 
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But it would not tbe, wise to neglect cottage 
industries altogether. Apart froifl their moral 
value,—and Economics being intimafely refated 
to Ethics’, moral considerationsucannot be wholly 
ignored,—the .economic importance of cottage 
industries is very great. Every encouragement 
should, therefore, be aft'orded. to them. Very 
little can, however, be done jp this direction by 
means of the tariff. But bounties or subsidies 
may, in carbfully selected cases, be of consider¬ 
able assistance. The hand industries of weaving 
and spinning are now in a< decadent condition, 
but they still offer employment, to large num¬ 
bers of people. Their greatest usefulness is that 
thpy keep agriculturists employed ^during the off 
season, when otherwise they would have remain¬ 
ed 'idle. During these months of the year, the 
labour of the cultivators and of the members of 
■their families has practically no exchange-value, 
and the earnings derived from weaving and 
spinning, though small, help to supplement their 
income from agricultural work. Hand spinning 
also offers employment to widows and other 
persons who are incapable of doing out-door 
work. The finer fabrics produced by hand have 
a beauty and excellence which have enabled 
them to withstand, to some extent at least, the 
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Gqmpetition of mill-made cloths. But the ^oarser 
kinds of cotton goods have always tend^' to 
disajlpear ^ soon as they haVfe come into rivalry 
‘with.the produce jf the mills. . 

Weaving and spinning are industries in which 
the interests of the producers are nearly co-exteii- 
sive with the interests of the consumers, ami it 
is extremely desirable to save them from ruin. 
A great deal can l)e done by introducing improv¬ 
ed 'appliances,* .securing for the hand workers 
better credit facilities, and teaching them better 
methods of marketijig. But the main solution 
of the problem is to be found in co-operation. 
The per cent, excise duty on the produce of 
the mill* is some advantage to the hand-weavers. 
But this small measure of protectioti will be of 
little use to the industry unless more effective 
methods are*adopted for its resuscitation. 

The investigation of various questions,' both, 
scientific and administrative, connected witli the 
liariff, will require the establishment of a perma¬ 
nent organisation. Of course, tlic final decision of 
questions of fiscal policy will rest, not with this 
body, but with the Indian Legislature. It may, 
however, contribute towards intelligent discussion 
by supplying the necessary information. The 
Tariff Board will collect all available data on the 
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tariff laws of different countries and ty econonuc 

e I , n • 

and otner conditions under' which foreign indus-* 
tries work as donyjared with the industries of 
India, will constantly scrutinise the returns' 
of the internal as well as the e.xternal trade of 
India, and carry out large schemes of invostiga-: 
tion from time tp time. It will enquire into the 
operation of the customs system of the country 
including questions relating t6 railway rates and 
.shipping freights. The Tariff Board will be in 
(dose touch with the Industrial Departments of 
the Government of India and the Provincial 
Governments, and will keep a watchful eye on the, 
progress of the various industries” specially those 
which are protected by the tariff. La&tly, it 
will be the duty of the Board to investigate the 
claims of particular industries for State assistance 
and ‘to suggest changes in the customs laws of 
the country. 

The functions of the Tariff Board should 
be of a purely advisory character, and it should 
not be invested with either legislative or adminisr 
trative powers. No attempt should be made to 
take tariff questions out of the hands of the 
Indian Legislature. As Prof. Taussig, President 
of the first Tariff Commission of the Uni^d 
States, says, “No body, however expert,.can 
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sejisfcle, still less dictate, the position which the 
country shalf.takA orf controverted political and 
industrial (questions.” • 

' The constitution of sueh a Board .must be 
devised with great care. The President of the 
Board should be a judicial officer’of high standi 
ing or an eminent lawyer, ag^l he shoulc^ be 
assisted by a wfiole-time expert as Secretary. 
There should be ’two othei' members of. the 
Board, both of whom should Ije jion-officials 
elected by the Legislative A.ssmbly. The Ijegis- 
lature .should elect only such persons as have no 
private interests of their own to serve, and are 
able to consider (|ue.stions relating to the tariff 
with a *ele regard to the welfare of the country. 
Economi.sts and public men possessing a full and 
detailed knowledge of the indu.strial conditions of 
the country •but not connected, either directly or 
' indirectly, with any industrial or commercial^ 
concerns, will be fit persons to .serve on the 
Board. On particular occasions, when matters 
relating to particular industries are under consi¬ 
deration, representatives of such industries and 
also of the general public may be appointed as 
co-opted members or assessors, with power tb take 
part in the deliberations, but not to vote. Sinis* 
ter influence is the chief danger of a protective 
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systenj, and must be avoided at all costs. Dfo 
pain^ should be spared to* secure .ivnd 'maintain 
the honesty, effici^cy, and independence of the 
Tarifif Board. • 

^he conclusmn arrived at as a result of a 
detailed discussion of the tiwiff question is that 
« protective palicy, widely applied, will be 
helpful to the economic recoiistruetiori of India, 
and will give her a place among the advanced 
nations of the world. Protective duties Will, 
very probably, add to the cost of living. But a 
price has to be paid for everything that is worth 
having. Future gain can only be secured-'by 
pre.sent sacrifice. The devclopnieut of productive 
power is of the utmost importance to the-welfare 
! of the country and, in order to secitre this object, 
thtf people will surely agree to bear the burden 
of protective duties. Ultimately, ' the loss is 
^likely'to be more than counterbalanced by the 
gain. ^The way in which a protective tax is 
expected to affect the dormant economic forces of 
a country like India cannot be better described 
than in the words of Prof Marshall: “ A 
protective tax ”, he says, “ which helps a young 
industry to develop its latent strength, may be 
in the interest of an undeveloped country; even 
though the tax must inevitably do some hurt to 
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itiiiiK few ioj^ustnes,^ whjch, are manufac/iiring 
ftr exportatiob. For the energy developed*iii a 
lew fiigb-class ppc^e.^ive indVstries may spread 
over*a great part ®f the iiwlustrial systoTii of the 
country .; just as when an iron scre^ concentrates 
the whole draught *of the chimney on a small 
part of a nascent fire, it may geflerate an inttmse 
local Beat, which spreads and pioneers the way 
for a broad, strong fire 

But tarifl^ protection alone will nrtt solve the 
problem of the industrial regeneration of India. 
Those who expect that a tariff will work wonders 
are sure to be disappointed in the end. Protec¬ 
tion will prove useful if, simultaneously with its 
adoption, there is a growth of individual enter¬ 
prise. The State also must adopt various 
measures to encourage industries. Pioneevihg 
and demonstration may often be, found extremely 
usefol. Subsidies and bounties may be granted 
in suitable cases, and dividends may sometimes 
be guaranteed to Indian Companies .so that they 
may 'be encouraged* to start new in<lustrie8. 
At present, foreign imports receive indirect 
booties in the shape of preferential rates in traus- 
xj|^^tion both by sea and land. 'I’he present 
ppo&y of the Railway Administrations in India 
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is to, favour foreign, goods at %e expensed of ^ 
indfgenous products. This position ought to be 
reversed. Internal traffic,, .should, whereve'f pos- 
.sible, be given greater facilities than traflic with* 
the ports. h>eight-rate (ionee.ssions should be 
granted to nascent indiisfries, particularly for 
th« carriage of saw materials. In Germany and 
Belgium, the railways have been used as an 
instrument for the development of indigenous 
industries with the most wonderfhl results*. ^ An 
ed'ort should be made to build an Indian 
mercantile marine. At present, the whole of the 
e.xternal trade of India is conveyed on foreign 
ves.sels, and. naturally, it is directed in the 
interests of foreigners. If India can flevelop a 
•shipping industry of her own, 1t will greatly 
benefit the economic development of the country-. 
Proper banking facilities .should tie afforded to 
»'indigenous nianufacture.s. \ comprehensive 
scheme of technical instruction should also be 
devised. But even more imjwrtant ,thau 
technical education in schools and colleges is the 
training of apprentices in factories. It should 

* Tidp the opinion of Mr. Lluyd (ioorgo, cjuotod in Mr. S. C. GboNa’a 
jHimphlot, Sffttf iianngetnfnt of Indtan Raihmyf. ^ 

^Fisk snjfi,'\A8aj]:oueral prinvipleof ocono||iic8, if weean jastifj 
protection to manufftctureo and agriculture,' we certainly cat]i}<^ 
den^' the right of naTigation to an equal consideration/’ 

•ften'll Ctmtaetrial Po/iW% p. 247. 
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he made ojpligatory ou,aH foreign congeriis in 
India that they should train a number of Indian 
apjirenticasand Jlie Higi Commissioner for 
India in Englan<l should'make it ii condition of 
' the purchase of stores from Bntish firms that 
they should admitMndians to apprenticeship. 

But the inost.effecitive waytii which the^tate 
will be able to a.ssist Indian industries will be by 
the local pureha.se of stores rcijuired for the use 
of the various departmenls of the State including 
the railways. The Industrial ('ontmi.s.sion of’ 
1916-18 reported tliat the manufacturing 
capacity of tlje country had in the past been far ’ 
from sufficiently utilised l)y the (lovenmieiit, 
HU<1 tfiis opinion was endorsed by the Stores 
Purcha.se Committee, who recommended “ the 
ac(jeptance by the (iovernment of India,’as a 
definite [wlicy, of tlic jniuciple that all articles 
required foi- the public service should be obtaiitod 
in India, whenever they are procurable in the 
local market of suitable (juality and rea.sonable 
price, as well as that preference should be given 
in all cases to indigenou.s articles or to those of 

‘On tho question of the enipiovmciit of hidiniiH on the Katlway 
of India, the Indian Railway Comniitieo observed: " The 7,000 
(Kuroj^ns) were like H thin film of oil on the t^»|» of a giaaii^of 
wat<}r resting upon but hardly niixing with the 700,000 below. 
Nmie of the highest posts are occupied by Indians; very few oven 
of the higher.” Report, p. 58. The Committee strongly urged the 
training of Indians in all the bmnebes of railway activity. . • 
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local iQ^Bnfacture, e}(cept where it manifBstfy 
disadvantageous to do so.” In the matter of 
industrial development, theJGrOvemment of Ifidia 
should adopt the enlightened {<)licy pursued by 
the United 8ta^, Germany, and Japan.* 

Now, supposing India ha^a protective tariff, 
the •question wiH be, what vse to make of 
it ? It is suggested in some quarters that the 
Indian tariff should be used as an instrument for 
bargaining wHth other countries. It is true that 
most of the advanced countries adopt this method 
to further ‘ their industrial and commercial 
policies. But it is open to doubt ,if India would 
be wise in following the practice of those countries 
in this respect. A tariff is at best a dangerous 
weapon, and if clumsily handled, it is likely to do 
more, harm to the user than to his adversary. 
Moreover, as has been rightly observed, tarifls 
afe like armaments ; when one country increases 
them, others do the same. India’s fiscal policy 
should, therefore, be one of defence and not 
of offence. A tariff war is a'costly business, and 

* Count Okamti gives a full account of the various moaBuros 
adopted by the State to promote industrial development in Japadf. 
Vide Fifty Yearv of Notv Japan^ Vol. 1, Mr. T. M. Ainsoough says, 
“ The foreign policy of Japan is primarily a forward and aotive 
oommeroial policy. This cohesion «nd eo>operation of all iutereste 
for the general welfare is carried to a degree which is noh 
expeijenoed in the case of any other natkm.” Report 1919i p. 
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the 4 )rospec (8 of success ar^ not always (jertein.^ 
Besides, regenerated India must try to liVe up 
toifhighec ideal thap that o^ national selfishness 
and jealousy. 4 tariff wfir should, therefore, be 
the last thing to be thought of by a patriotic 
Indian as a policy* conducive to the welfare of 
his country. , . • , ■ 

It remain.s now to consider the effect of a 
tariff on the income of the State. There is aui 
inlimate conhection between the industry of thej 
people and the finances of the Government. j‘ 
Other things being.equal, when thet)ne prospersJ 
tlie other prpspers also. If, therefore, as isf' 
expected, a protective tariff proves a success, it! 
will llhd to an augmentation of the resources! 
of the Stat^. Until recently, revenue was the 
sole purpose for which customs duties .were 
imposed ift India. But, in future, protection, 
as well as revenue, will be the object, of the 
Indian tariff. Within reasonable limits, the tariff 
may be able to serve both these purposes; but if 
pushed to either .extreme, tlie two ends will 

^Tho Committee on Industrial and Commercial Policy after 
the Wv observe : Tbore is a tondoiioy to oxaggerato the utility of 
> tariff to any one country in obtaining a reduction of the tarifft 
of o^er oountoias. It is cnmmoti oiporionoe that both sidM to an 
approaehing negotiation start by raising theh* tariff rates to levels 
hifW than are actually held to be requisite for their respeotjjve 
eooaomic Interests, so as to leayo ample margin for negiHiationt, and 
fa ive that the discussions have ended in the reduction hy eftbiBl 
dde of rates telow those previously in force, unless such reduction 
had la fact been decided from the first Vide Report, p. 4^. « 
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• 0 
perhaps ^become inconsistent with eacji other. X 

inode^te tariff will ^iis be the best from the 
financial .stand-poinC ^ « ' 

^ As a tarifiF implies fndirect ^^.xation, we are 
confronted with the question, namely, whether 
direct or indirect taxation is'the more eligible 
form., A tax is unpopular,all the w'orld over; 
but a direct tax is more so than an indirect one. 
The very reason, however, which accounts for 
the di.sagreeableness of a direct tax makes it 
'preferable. The tax-payer knows exactly how’ 
much he contributes to tlm revenue of the 
‘ State, and he makes it his business to enquire 
how the amount is .spent. Another great merit 
of a direct tax is that, if properly graduate, its 
burden tends to fall more heavily on those who 
are al^le to bear it with comparative ease than 
on the less fortunate clas.ses of society. Again, 

. the incidence of a direct tax is easier to deter¬ 
mine than that of an indirect tax. On the 
other hand, a direct tax is somewhat inquisitorial 
in its nature, which an indirect tax is not. It 
is also an advantage on the side of an indirect 
tax that the payment is made in a manner and 
at, a time likely to be convenient to the tax¬ 
payer.* But the tendency towards regression 

* Mill, Ftineipfrit of Economy^ 
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oiv inverse graduation is the great defect of 
an indirect tax.*' In* comi^tratively baclcward 
countries, %nd specially in CDurftries governed 
•autocratically, indirect taxation is alwjiys pre¬ 
ferred to direct taxation. But as a connuunity 
prepresses, it tends more and nior^ to rely upon 
direct taxes as the chief source of revenue^for 
the State. 

In India, the Government, until comparatively 
recent times, shrank from any recourse to direct 
taxation, lest it might give ri.se to discontent. 
Non-ofticial opinion, particularly among the 
richer classes, both European and Indian, has 
also been in favour of avoiding direct taxation 
as muefr as possible.'* But now that some form 
of popular gbvernment is about to be estab¬ 
lished in the country, it will be desirable, to 
combine difect and indirect taxes in sucli a 


1 Prof Mar»hall aava ; “Many auch (indirert) taxoa proffl with, 
hoariest weieht on the pewreet clasaes, and with no apprerinblo 
woiltht on the rich ; while those which fall chiefly on the comiimp. 
tion of the rich, have never been ma<lo to yield a latjfc reTOime. 
Afitr.mu- Pr<Mem>, p. .SIH. But J. A. Hobson seems to jto too 
when he says : “Of all th* forms of taxation, tariff duties are tto 
moat iniuriouB in their numeivins, widcspreml and mralralablo 
abiftinga, in their delays and incidental injustice of their inoi*™, 
in the uficertainty of their yield, tlie oosthness of their collertim, 
and the business and political corruption which they breed. T(mi- 
Hm in thf New State, p. 


t Even Mr, Gokhale who looked to the interests of the poor mor« 
than any other Indian statosmAi, said on one occMion, We can 
raise mnob larger revenue than wo do at present from curtoms 
without its proving burdensome to any section of the community.^ 
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■way that the burden of taxation jmy* be distji" 


In such a scbtme* of judicious comjjinatio*, no 
section qf the community will be overtaxed, tmd* 
it will be possible to properly safeguard the in¬ 
terests of the })oorer sections of the community. 

There is, ho\^ever, one difficulty which sug¬ 
gests itself in this connexion. The resources of 
the Government of India have' now been .separated 
from those qf the Provincial Governments. The 
latter are in charge of departments of administra¬ 
tive activity which are intimatoly connected 
with national welfare. But their sources of'in¬ 
come are very few, and even these are inelastic. 
On the other hand, indirect taxation is codipletely 
in' the hands of the Government of India, and 
so ^Iso are two of the most important djreet 
taxes, namely, income-tax and sup^r-tax. The 
Provincial Governments must have more re¬ 
sources at their disposal if they are to properly 
discharge the duties that have been assigned 
to them. And if they find it necessary to 
resort to fresh taxation, such taxation will neces- 
sarily b5 direct. Under .such circumstances, it. 
would be desirable for the Central Govemmenfe, 
not to encroach further upon the field of dire^ 
taxation, which should be left as far as possibliEt; 



ilsioAL pdiiorm ^li' 

i» tfie tiandj of the Pipvincial Governpients. 

A word m«y be said here about the effiAt of 
the Wiff jioHcy of India oii, her international 
‘relalaoBS. It is Mmetime!l said that free trade 
is the better policy from the international stand¬ 
point, for it produces international amity and 
concord. But this is an erroneous view. As a 
matter of fact, it can produce as much bitterness, 
suffering and ho.stility as protection. If we 
appeal to experience, we lind that the application 
of the principles of free trade has resulted in the 
economic degradation and political subjugation 
of ,weak nations. On the other hand, pro¬ 
tection may enable the weaker communities to 
defend themselves against the stronger nations, 
both economically and politically. Solidarity 
among the peoples of the world is certainly a 
mo64 desirable object, but it can be attained only 
by the adoption of the principle of non-interfer- 
enoe and the recognition of the right of eaoli, 
people to its maximum economic development. 
Of course, this is possible under both systems,— 
protection and free trade. But so long as' 
national frailties remain what they are, protec¬ 
tion seems to be the easier method of achieving 
the object than free trade'. 

, S. Hecht expreaMR a opiokin in his Seal Wealth < 1 ^ 

Natime. Oruncet descnbes the eStcct of pnttoction on intoroatioual 
Bdbtiona thus: “In the place of tba intorni^ionai dirition 
labonr between ^Mcaltnro and manafectares, aasamed claash|il 
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En^ishmen often express surpri.^ at the fact 
that “the watchword among Indian politicians, 
industrialists and Jiusiness men to-dqy is protec¬ 
tion. This is true, lnut the reason is not far to* 
seek. If Indians are protectionists almost to a 
man, thanks fire due to the policy which has 
been so far pursued by the Indian Government 
in regard to the industries 'of the country. 
Indians object not to the principles of free trade 
but to the way in which these principles ..are 
.sought to be applied in India. The people of 
the country are not .so thick-headed as to be 
unable to appreciate the benefits of real free 
trade, but they may be pardoned if they take 
the professions of interested supporters of the 
doctrine with tlie proverbial grain o^ salt. 
Sincere advocates of free trade, however, need 
noC despair. As .soon as the country becpmes 
once more’ self-governed, and she Tegains her 
;iornuel economic position, many a free-trader 
will be found in the ranks of her economists and 
stotesmen. Meanwhile, India must be left free 
to settle her fiscal policy in the way she finds 
it best suited to her own needs and conditions. 

economics, a diTision of labour withiu the sphere of manufactoring 
appears. If now the development of the prodactivo cajncitj of a 
country leads to industrialiiation, and if indastriaUzstion mcreaaes 
t^he participation of the country in world-economic dealinga, it 
follows that the ))it)tective lK>^py, as an important aid to 
industrialization, must under proper manipulation lead to an 
extension of world-economic relations Economk ProtertionUmf 
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INDIA AND JMPKRIAD PRKfKRKN(’H 

The history of tlie British Empire reveals 
man/ changes ki the attitude of Gre^t Britain 
towards the other parts of the Empire. An 
eminent writer {joints out that, in the seventeenth 
and eighteenth centuries, colonies were treatetl 
as compulsory markets for the industrial products 
of Englfftld; all attem{its at an independent 
industrial devdopment were sup{jre.s8ed, and 
both importation and ex{K)rtation were mono¬ 
polised for the benefit of the ruling part of the 
Empire. But the revolt and separation of* the. 
United States demonstrated how dangerous such 
measures of compulsion might become. After 
that event the effort was to actively encourage 
the development of colonial production along 
lines in which competition with the ruling power 
did not arise. This {lolicy met with the greatest 
success in the tropical Colonies and the great 
dependency of India, where the encouragement^ 
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of the production of high-value raw materials, ^ 
such as cotton, 'jute, ‘cofree,* and tobacco, 
not merely brought profits to the.colonite and 
dependancies, but al^ facilitaj»d and secpred the 
supply of raw materials for the industries of 
England, fn many parts* of the Empire, some 
restrictions ara still in. forw. But the Self- 
Governing Dominions now frame their tariff laws 
in accordance with their own fiscal requireinents 
and are not debarred even from protecting them¬ 
selves against the mother country'. 

The latest change to bp brought into use is 
the system of preferential ^ trade. It' was 
recommended in the English Colonial Con¬ 
ferences which have been meeting sifree 1887, 
and the first step was taken by Canada, when in 
1898 she granted a duty reduction of twenty- 
five per cent., which was increased in 1900 to 
•thirty-three and one-thiid per cent., on the 
goods imported from the United Kmgdm. 
This was followed by similar measures adopted 
by the South African Union, New Zealand and 
Australia. For many years, however, there was 
no response frmn thte side of Great Bgtain, 

, although Imperial Preference formed one of the 
chief planks of the ^litical platform of the 

* G^runnl, .KbtmoMtVr PrvtectionmH, pp. 45 48. 
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Onaervative , Party in , the country. ^ The 
Liberals were •opfwsed to iich a policy, tmd 
during the .period of their *, ascendancy the 
question was practipally shelved. • 

The late war, however, brought the question 
of Imperial Preference again into prominence. 
The reason was two-fold. In 4he first place, 
public attention was directed to the extent to 
which the United Kingdom was economically 
dependent upoh foreign countries, particularly 
for the supply of raw materials. On April 26, 
1917, the Imperial, War Cabinet • passed a 
resolution, whicji was afterwanls approved by 
the Imperial War Conference to this effect: 
“The ffme has arrived wlien all po.ssible 
encouragement should be given to the develop¬ 
ment, of Imperial resources, and specially, "to 
making the* Empire independent of other 
countries in respect of ftxid supplies, * rainT. 
materials, and essential industries. With, these 
objects in view, this Conference expresses itself 
in favour of the principle that each part of the 
Empire having due regard to the interests of 
our Allies should give favourable treatment and 
Ihcilities to the produce and manufactures of. 
other parts of the Empire.”’ 

* Quoted in Greogr}', Tariffs, p. 271. 
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Of the questions .referred to fhe Committee, 
on" Commercial and Industrial Policy After the 
War, the two most impoi;tant werc«i (i) “ fb what 
extent'and by w'hal means ,the resources-of the 
Empire should and can be developed ”, and (ii) 
“ to what extent and by w^iat means the resources 
of supply witliin the Empire can be prevented 
from falling under foreign control". In order 
to gain these objects, the (^ommittee recom¬ 
mended the readjustment and 'development of 
the economic relations of the Dominions and 
Colonics and of India with the United Kingdom. 

The second reason was tlie gi,'owth of the idea 
of Imperial unity. Tlie wliole-heartcd and un¬ 
grudging assistance rendered by the Dominions, 
Colonies and Dependencies to the mother country 
in the greatest crisis with which she ha/;l ever 
been faced considerably strengthened the feeling 
'of solidarity within the Empire. The desire 
now became common to confirm the bond of 
sentiment by ‘ the consolidating force of material 
interests.’ Years ago, Mr. Chamberlain had 
declared : “ The establishment of commercial 
union throughout the Empire would not only be 
the first step, ^ut the main step, the decisive 
step, towards the realization of the most inspir- 
.ing idea that has ever entered into the minds. 
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oi^British Wtesmen.” The advocates of Imperial 
unity think that the time' iJ now ripe for'giving 
practical shape to this sentiment.* 

’ It, is generally believed, that Impej-ial Pre¬ 
ference will not only placse the relation.^ between 
Great Britain and tli^ ‘ sister natiohs ’ on a firmer 
footing than at present, but^ would applj^ a 
.stimulus to British industry. On the other hatid, 
it is also claimed diat such a })olicy will prove 
imfhensely beneficial to the Doijiinions. .\s 
between Great Britain and the l.)ominions, there¬ 
fore. preferential trade is a mattei; of mutual 
beftefit. 

In all diseu.ssions ala>ut Imperial Preference, 
India l(f mentioned only incidentally. In 1903,. 
Lord George* Hamiltoif, Secretary of State for 
.India, drew the attention of the Governmerit of 
India to a fie.solution which had been pa.ssed in 
1902 at the Conference of Colonial Premiers hi 
favour of preferential tariffs as Ijetween dift'erent 
members of the British Empire, anti intimated 
his desire to receive.from them any observations 
and suggestions which they might wish to make 
from the point of view of Indian interests. 

The Government of India sent a desjmtch in 
reply to this letter in» which they discussed at 
some length the various economic aspects of the 
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question. They observed at the outsit that ^>6 
recoiamendation wis of .fin hxtremely general 
and indehnite bhawcter, and was hedged lound 
with maiiy (jualifications' and provisos. After* 
examining the figures of the import and export 
trade of Indfa, they pointed out that about 
thrpe-fourths of/he total imports of India came 
firdni the British Empire, and that of the remain¬ 
ing one-fourth a substantial' part consisted of 
articles such as petroleum, beet-sugar, wines, 
silk manufactures and the like, which the British 
Empire either did not produce or was not in a 
favourable position to supply. They pointed 
out, further, that the imports of India from the 
British Empire exceeded the exports thereto by 
7| millions sterling; while her exports to foreign 
countries exceeded her imports from them^ by 
about 38 millions sterling and the fetal exports ' 
,of India exceeded her total imports by upwards 
of 30 millions sterling. In this connection they 
remarked that inasmuch as India was a debtor 
country, she was dependent? on her trade with 
foreign countries for the discharge of her inter¬ 
national obligations.' 

With regard to exports, the Government of 
India, observed that the Situation was somewhat ’ 

> U«t«r, dated 23nd Octotwt, 1903, Cd. t9;n. 
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different. TJie value of raw materials, 'they 
said, approxiraatei to 50 ^er cent, of the total 
valu# of Iijdia’s exports. TJie ’ articles which 
’formed this group,were re(fuired by tho import¬ 
ing countries for their manufacturing industries, 

and it was to their interest to admit them on 

• 

the easiest possible l^erms. 'lilius. seeds w;ere 
admitted free everywhere except in Germany, 
Italy, Austria-Hungary, Russia, and the United 
States, and in •the three latter (ioimtries duties 
were levied only on one or two (dasses only. 
Raw cotton from 1/idia was free .except in 
Italy and Russia. Raw jute was dutiable 
only in Russia. Raw hides and skins were 
free e.xdSpt in the United States and with some 
slight exceptions in Fraiice and .lapau. Similar 
temt^rks would apply to numerous other artisles 
of this groufi. Even when iluties were imposed 
they were, as a general rule, of moderate amount.. 
In the three other classes of goods, however, the 
privilege did not obtain c.xcept in the United 
Kingdom and Holland, and in the former country 
tea, coffee, tobacco and unrefined sugar were 
subject to very high duties. Excluding these 
four articles, India’s exports to the United King,- 
dom in the three classes of fexid-stuffs, manufac¬ 
tures, and other articles, obtained free entry. 



126 FISCAL POLICY IN INDIA 

Raw materials also enjoyed the same* advantage. 

The net result, Wbseiwfed the jSovernment of* 
India, was thit Indian exports approximating to 
one-hali' of the eiitife volume of her export tradt 
were admitted free of duty into the consuming 
markets, while of the remainder a considerable 
proportion wag either subject to relatively 
moderate duties, or, as in the United Kingdom, to 
<luties imposed for purely rfeveniie purposes- and 
with no attempt to differentiate against her* 

The Government of India then went on to 
discuss in, what way the then existing condition 
of things was likely to he affected by tlw in¬ 
clusion of India in any scheme of inter-Imperial 
preferential tariffs. Two possible akeniatives 
jirescnted themselves td the Gove»nment. In the 
first alternative, India might join the .scheipe on 
exactly the siime footing as any of tire' Sclf-gbveru- 
.ing Dominions, and would, if there were a need, 
impo,se duties of a protective character, against 
imports from the United Kingdom and other 
parts of the British Empire, subject to the condi¬ 
tion that so far as her circumstances permitted 
she would give substantial preferential treatment 
to the products and manufactures of the 
United Kingdom. This alternative, however, 
the Government of India did not consider to be 
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Kates of duty i.evihd in (.rkat bkh aIn (in the 

IMPORTATION OF^OOODS FRyM INDIA 




27 OEO. :l, i'. 13— (CONSOLIDATION) 



• 1 )iitios levied 

Description of inaiinfaclnres '^"tm'es'o?* 


l^ritish India 


f S. (I. 

Dimity 

])er yard 0 1 6 

andjxisides 

per tlOO value 16 10 0 

Calicoes, plain white 

, per piece 0 5 3 

and besides 

for £100 value 16 10 0 

Cotton Yarn 

|)cr lb. • 0 0 2^ 

Cotton Maiuffacturcs 

not enumerated " 

per £100 value 

.50 0 0 

Muslins, plain; Nanquin Cloths, Muslins or * 

white Calicoes, flowered or stitched per 

£100 value 

18 0 0 


The following additional Dutius on the alxive Rated were 
in)po8ed by the undermentioned Acte. 

37 Ueo. 3, c. 15 £5 p. c. 

37 Geo. 3, e. 110 £5 p. e. 

38 Geo. 3, c. 76 £7 per 100 Ibe. oif 

Cotton Yam 

£3 p. c. on ^ther 
goods ,• * 
249 
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39 fiKih. 8 ,t;. g9 , 

Kepealrt existiiigi Duties on (loods, the Produce and^ 
MaiiufaotKies of the Eaef' Indies, Except the Additional 
^Diity imposed per 33 (ico. 3, C 76, and levies. 


tOn Warehousing 


Iji s. d 

Muslins; plain ; Hanquin cloths, 

Muslins, ' white Calicoes, 
flowered or stitched, per 
.£100 value ,7 10 0 

Plain white Calicoes and plain 

white Dimity, ditto 2 10* 0 

Cotton Manufactures not •nu¬ 
merated ditto , 2,0 0 


£ 3 p. e. ad- 
(iitiondl* 

38 Geo. 3, 
C.76,ftboTe- 
nfl^ntioned. 


For Home Consumption 


, £ 8. d. 

Calicoes, plain white the piece 0 6 1 

and besides per .6100 value 20 19 1 

('otton Manufactures not enumerated do. 122 4 6 

Dimity, plain white the yard 0 2 0 

and besides per £100 value 32 3 6 

Muslins, plain; Nanquin cloths. Muslins, 
white calicoes, flowered or stitched . 
per £100 value * 19 IS 9 

JIftd'stinctive rate for goods of British from Foreign India 
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48 0*0. C.*68 (COJJSOI-IDATION) * • 

, ilepeals Aisting Dijfies and hvies on warehousing 
Rut‘India Gioods. 

£ s. d. 

Muslins, plain; Nainiuin cloths, Muslins and 
white Calicoes,* flowered or slitched 
per ^100 value , 7 10 0 

Plain white Caligoes and plain white Dimitj 

do. 2 10 0 

Cotton Manufactures iioj enumerated do. ^2 0 0 

lAir Home Consumption 

£. ». M. 

'CajVoes, plaiii white ■ pei-6,10o vali* 60 0^ * 0 

Cotton Manufactures not eiiumeratcil do. 62 0 0 

• • .. 

Dimity, plain white do. 60 0 0 

Muslins, plain; Nanquin cloths, muslins and 
w,hite calicoes, flowtred or stitched per 

f £100 value 20 0 0 

Cotton thread do. 62 0 0 

Cotton Yarn ^ per lb. 0 0 6 

By 43 Geo. 3, C. 70, 126, 10s. p. c. pr one- 
eighth in addition to the above rates of duties was impest. 
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• ^ 

Itepeals 43 G»o. 3, (I.^ ,58, and* 70 levies on a 
Warehousing East India ^XckIs. .< ,• 

, t s. d. 

Muslins, plaiil^ Nanquin elotln, muslins 
and white (!alicoes flowered or stitehed 
• pd!' £100 sahie * ■ 7 10 0 

Plain B’hite Calicoes and plain white Dimity " 

' do. 2 10 0 

Cotton Manuf:ietui e.s not enumerated do. 2 0 ' 0 

t 


For Home Consi^mption 


Calicoes, plain white per ElOO'valnti* 

Manufactures 
of British India 
£ V d. 

. 61 

6 

0 

Caps of Cotton 

do. , 64 

0 

'.O . 

Cotfon Manufahtures not enumerated 

do. ^4 

0 


Dimity plain white do. 61 

Mqslin4 plain ; Nampiin cloth, muslins and> 

’ white calicoes flowered or stitched per 

6 

0 

£100 

value 20 

10 

0 

Cotton Stockings 

do. 64 

0 

0 

Cotton Thread ' 

do. 64 

0 

0 

Cotton Yarn 

per III. 0 

0 

6 


In addition to the above permanent duties, a war duty ol 
£83 6s. 8d. p.c. on one-third of their amounts, is levied 
' in the same Act. , 


This «(ar duty continued per 65 Qeo. 3, C. 63 and mads 
' rperDetaal.i)er 66 Oeo. 3. C. 29. 
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*» OKO. 3, C. 63 ^N«()MDATION) 

Repeals all exiting ^3ustonis Hraport Duties, and* levies. 

* . • 

Kor^ijiiic C<>Nk|{nipti»ii • 


’ ^.Maiiuiaclures or 
•British Italia 




t 

s. 


Calicoes, plain white* IHt tlO<) 

-value 

67 

10 

0 

Calicoes, white, floweisd of siitcheil 

■ lo. 

■.17 

10 

0 

Ca])8 of Cotton 

ilfj. 

67 

•10 

0 

Articles Manufaetiired of Coltoti 

.lo* 

67 

10 

0 

Dimity, plain while 

•lo. 

67 

10 

0 

Muslins, plain, or if Howgisl or stiteln 

si ilo. 

Y>' 

1(1 

0 

Nanq'.iin CltJlhs’ 

•to. 

37 

10 

0 

Shawls of Cotton • 


67 

10 

0 

Stockings <if CottoTi 


67 

lit 

0 

Threiul of ( otton , 


67 

10 ■ 

0 

■.Yarn of CottofI 

pel' llv. 

1) 

1 

*3 
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kATEfrOF DUTY LEVIfi’ii IN BRI’^SH JNDU ON TH*! 
IMPORTATION OF BRITISH AND FOREIGN COTTON 
, GOOPV PROM THE EARLIEST PERIODS 

PKKSIDENCY Of BENGAL 


From 

1T?3 


, 1778 ^ - ■ 

17^5 - - 

1797 - 

1810 • 

1811 

1815 

UNITBI) KINfiDOM • 
Foreign 

1817 

UMited Kingdom - 
Foreign Europe 
Otker Goods ,, 

• 1820 

United Kingdom or other 
iBritlsb Possessions 
^Foreign Europe 
Other Foreign - ■ - 
1836 

United Kingdom or other 
Btitish Possessions 
Foreign 

1845 

United Kingdom or other 
■ British Possessions 
Foreign 


tiritisii BottoiiiB Foreign Bottoms 
p. c. 

7 p. c. 

21 p. 

31. p. c. 

71) p. e. 


■ j in c. 

15 p. c. 

2 i p, e. 

5 p. e. 

‘ 5 p. c., 

< 10 p. f. 

p c. 

5 p. 
n p. 0. 

•\p. c. 
10 p. c. 
15"p. c. 

*' 

24 p. e. 

5 p. e. 

74 p. c. 

6,p. c. 
10 p. c. 
15 p. c. 

34 p. c. 

7 p. c. 

7 p. e. 
14 p. c. 

5 p. c. 

10 p. c. 

10 p. e. 
20 p. c. 



fSBilDENCY OF FOl 


ST. OEORGE 


J****wni • British ynttoms FoiviRU 


180:! *- ' 

*• 

6 p. 0. 


IC •>. 

m ^ P- 

*• 

• 

16 p. C. 

UNITEII KIKIiDOM - 

p.Tr 


Foroigii Eiii'i)pi‘ 

p. f. 

•10 p, r. 

• 

•* 1819 



United Kiiigflonk - 

•-'A p. r. 

,.9p.V 

Foreign Kurope 

.•) p. c, 

10 p. e. 

Other FoUsign (too<1k 

.■< p.c. 

1 (i p. c. 

18^4 



United hJtR^lom or other 



British Poseessions 

•'H !'• 

7 |). r. 

■“Other plaees 

7 p.e. 

14 p. c. 

1846 



"United Kingdom or other 



British Possesaions 

a p. (. 

10 p. e. 

Other places 

1# p. c. 

20 p. c. 




1817 

United Kiiij^doin - 2i p, e.) 

Foreign Europe - ;li p. c.) f*' *’ • '*"• 

18.18 ' ' 

United Kingdom or other t 

British Poasessiona l^p. e, 7 |j. e. 

Other places '• - 7 p. c. 14 p e. 

f ir.-' 

, 1876 

United Kingdom or other 
British Possesaions - 6 p. c. 10 p. c. 

Other places • 10 p. 20p.c. 
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